
TAX MANAGEMENT

PORTFOLIOSPORTFOLIOS™™

FOREIGN INCOME

Business Operations in Italy
byby

Christine Marciasini, Esq.Christine Marciasini, Esq.
Counsel at Pirola, Pennuto, Zei, & Associati (Rome office)Counsel at Pirola, Pennuto, Zei, & Associati (Rome office)

Viale Castro Pretorio 122Viale Castro Pretorio 122
00185 Rome, Italy00185 Rome, Italy

www.pirolapennutozei.itwww.pirolapennutozei.it

Christine Marciasini, Esq., B.A. University of the Pacific (1984); J. D. Hastings
College of Law, University of California, (1987); consultant Tonon & Associati
(2000–2007); associate Alegi & Associates (1989–1999); articles: Vasques & Marci-
asini, Italy, International Comparative Legal Guides To: Merger Control 2010; Carroll
& Marciasini, Advance Care Directives: Florida, Italy and the Holy Grail of Wishes
(October 2008), American Bar Association; Real Property Trust and Estate Law on-
line eReport; Tonon & Marciasini, Exchange Control Deregulation International Bank-
ing & Financial Law Bulletin (Issue No. 67, 1990); contributor Alegi, Italian Income
Taxation (translation of Unified Text of Italian Tax Code) 2d Ed. (1994); lecturer
American University of Rome, business law and international law (1990–1999); mem-
ber of the State Bar of California.

Based on an earlier edition prepared with the collaboration of Rino Caiazzo Esq.,
Dr. Daniele Trivi, and Kathleen Stagi, Esq. of Ughi & Nunziante and Christine Mar-
ciasini, Esq. of Pirola Pennuto Zei & Associati, Rome, based on the original edition
by Peter C. Alegi, Esq., with the assistance of Fabio Liguori, Esq., and Christine
Marciasini, Esq.

This Portfolio revises and supersedes previous versions of 7190 T.M., Business
Operations in Italy.

7190 © 2026 Bloomberg Industry Group, Inc., Arlington, VA
ISBN 978-1-63359-299-5 10/01/2026 (i)

http://www.pirolapennutozei.it/


BLOOMBERGBLOOMBERG TAXTAX
makesmakes availableavailable thethe followingfollowing professionalprofessional resources:resources:

U.S. INCOME PORTFOLIO SERIES TAX PRACTICE SERIES

MEMORANDUM FINANCIAL PLANNING JOURNAL

ESTATES, GIFTS AND TRUSTS PORTFOLIO SERIES IRS PRACTICE ADVISER

ESTATES, GIFTS AND TRUSTS JOURNAL ACCOUNTING POLICY & PRACTICE REPORT

FOREIGN INCOME PORTFOLIO SERIES ACCOUNTING PORTFOLIO SERIES

INTERNATIONAL JOURNAL TRANSFER PRICING REPORT

COMPENSATION PLANNING JOURNAL STATE TAX PORTFOLIO SERIES

REAL ESTATE JOURNAL WEEKLY STATE TAX REPORT

ForFor information,information, callcall 1-800-372-10331-800-372-1033
VisitVisit ourour websitewebsite at:at: https://pro.bloombergtax.comhttps://pro.bloombergtax.com

BOARDBOARD OFOF EDITORSEDITORS

JoshJosh Eastright,Eastright, CEO;
BobbyBobby Puglia,Puglia, CHIEF PRODUCT OFFICER;

AlexAlex Butler,Butler, HEAD OF CONTENT AND ANALYSIS;
JayantiJayanti Singh,Singh, SENIOR DIRECTOR;

LindsayLindsay Bartholomew,Bartholomew, Esq.,Esq., RenéRené Blocker,Blocker, Esq.,Esq., TiwaTiwa Nwogu,Nwogu, Esq.,Esq., LL.M.,LL.M., ClaireClaire Tarrant,Tarrant, LLB,LLB, CONTENT SENIOR TEAM LEADS;
LaurenLauren Colandreo,Colandreo, Esq.,Esq., LL.M,LL.M, WilliamWilliam Dunn,Dunn, CPP,CPP, DillonDillon Fowler,Fowler, J.D.,J.D., JohnJohn McManus,McManus, CPA,CPA, MariaMaria Menezes,Menezes, MorganMorgan Oliver,Oliver, Esq.,Esq.,

PeterPeter H.H. Rho,Rho, Esq.,Esq., SeanSean Richardson,Richardson, FarahFarah Roy,Roy, Esq.,Esq., BenjaminBenjamin J.J. Rubelmann,Rubelmann, Esq.,Esq., RobbRobb Trott,Trott, MorganMorgan Vercillo,Vercillo, Esq.,Esq.,
JazlynJazlyn Williams,Williams, CONTENT TEAM LEADS;

PeterPeter E.E. Burt,Burt, Esq.,Esq., CONTENT ACQUISITIONS TEAM LEAD;
JaneJane Baniewicz,Baniewicz, Esq.,Esq., AnieAnie Bista,Bista, J.D.,J.D., IanIan Campbell,Campbell, Esq.,Esq., AmandaAmanda Donati,Donati, J.D.,J.D., KateKate Driscoll,Driscoll, MikeMike Dazé,Dazé, Esq.,Esq., EmmanuelEmmanuel Elone,Elone,

ChelseyChelsey Emmanuel,Emmanuel, Esq.,Esq., LL.M,LL.M, DavidDavid Epstein,Epstein, Esq.,Esq., BradBrad Espinosa,Espinosa, J.D.,J.D., OlivierOlivier Fute,Fute, CoreyCorey Gibbs,Gibbs, Esq.,Esq., ChloeChloe Gilchrist,Gilchrist,
DardiDardi Gomez,Gomez, Esq.,Esq., AmberAmber Gorski,Gorski, Esq.,Esq., RyanRyan Hartnett,Hartnett, LL.M.,LL.M., NidaNida Hasan,Hasan, Esq.,Esq., RebeckaRebecka Haynes,Haynes, Esq.,Esq., HaydenHayden Harris,Harris, Esq.,Esq., LauraLaura Holt,Holt, Esq.,Esq.,

ErnstErnst Hunter,Hunter, Esq.,Esq., AlAl Kish,Kish, Esq.,Esq., RyanRyan Kerbel,Kerbel, J.D.,J.D., LL.M,LL.M, ChaseChase W.W. Lanfer,Lanfer, J.D.,J.D., NadiaNadia Masri,Masri, Esq.,Esq., JamesJames Min,Min, Esq.,Esq., BallingerBallinger Mills,Mills, Esq.,Esq., LL.M.,LL.M.,
MaddieMaddie Moore,Moore, Esq.,Esq., JoyceJoyce Musuku,Musuku, J.D.,J.D., LL.M.,LL.M., JoannaJoanna Norland,Norland, AlejandroAlejandro Parada,Parada, J.D.,J.D., LL.M.,LL.M., ChristinaChristina Parello,Parello, Esq.,Esq., FatimaFatima Pervaiz,Pervaiz, Esq.,Esq.,
LisaLisa Pfenninger,Pfenninger, Esq.,Esq., JamesJames Rathjen,Rathjen, CraigCraig Rose,Rose, CalebCaleb Siebeneck,Siebeneck, J.D.,J.D., AlexisAlexis Sharp,Sharp, Esq.,Esq., MerveMerve Stolzman,Stolzman, Esq.,Esq., DavidDavid Sweetland,Sweetland, Esq.,Esq.,
TomeTome Tanevski,Tanevski, Esq.,Esq., ChristianChristian Tennant,Tennant, Esq.,Esq., KevinKevin Thayer,Thayer, Esq.,Esq., LL.M,LL.M, JocelynJocelyn Tilan,Tilan, Esq.,Esq., AriamAriam Tsighe,Tsighe, Esq.,Esq., YasminYasmin Dirks,Dirks, J.D.,J.D., LL.M.,LL.M.,

RobertRobert Walker,Walker, BobBob Wells,Wells, Esq.,Esq., NickNick Webb,Webb, AlexaAlexa Woods.Woods. J.D.,J.D., LL.M.,LL.M., MichaelMichael Zeitler,Zeitler, Esq.,Esq., RosalineRosaline Zulaikhah,Zulaikhah, CONTENT ANALYSTS;
LarryLarry Frank,Frank, EDITOR

TECHNICALTECHNICAL ADVISORSADVISORS
BUCHANANBUCHANAN INGERSOLLINGERSOLL && ROONEYROONEY PCPC

LisaLisa M.M. Starczewski,Starczewski, Esq.,Esq., Technical Director

FOUNDERFOUNDER OFOF TAXTAX MANAGEMENTMANAGEMENT PORTFOLIOSPORTFOLIOS
LeonardLeonard L.L. Silverstein,Silverstein, Esq.Esq. (1922−2018)(1922−2018)

Copyright Policy:Copyright Policy: Reproduction of this publication by any means, including facsimile transmission, without the express permission of Bloomberg Industry Group,
Inc. is prohibited except as follows: 1) Individual pages that are ‘‘Published by Tax Management Inc.’’ may be reproduced without permission, but reproduction
of entire chapters or tab sections is prohibited. 2) This publication may contain forms, notices, sample letters, or working papers. These may be copyrighted
by Tax Management, but your permission fee includes permission to reproduce them for internal use or to serve individual clients or customers. 3) Subscribers
who have registered with the Copyright Clearance Center and who pay $1.00 per page per copy fee may reproduce other portions of this publication but not
the entire contents. The Copyright Clearance Center is located at 222 Rosewood Dr., Danvers, Mass. 01923. Tel. (508) 750-8400. 4) Permission to reproduce
Tax Management material otherwise can be obtained by calling (703) 341-5937. Fax (703) 341-1624.

(ii) 10/01/2026 © 2026 Bloomberg Industry Group, Inc., Arlington, VA
ISBN 978-1-63359-299-5 7190



TAX MANAGEMENT

PORTFOLIOSPORTFOLIOS™™

FOREIGN INCOMEFOREIGN INCOME

Business Operations in Italy

PORTFOLIO DESCRIPTIONPORTFOLIO DESCRIPTION

Tax Management Portfolio, Business Operations in Italy, No. 7190, is designed to
provide an introduction to Italian business life, including the requirements that must be
met and principal problems encountered in making investments, and in particular the es-
tablishment and operation of commercial interests in Italy. It includes an analysis of the
tax on corporations, the tax on individuals and, in general, all taxes imposed on business
firms and investments.

The Portfolio presents the various alternatives under Italian law for creating fixed
business relationships in a more concrete form than mere contract, distribution, or
agency relationships. Each form of business organization is summarized and particular
attention is paid to the tax system, which has an important impact on Italian business
operations. The foreign exchange laws and foreign investment laws, which are significant
to anyone wishing to introduce capital into Italy for investment purposes, and the mecha-
nisms and characteristics of the more important corporate forms are explained to provide
potential investors with a better understanding thereof. Additionally, there is a brief dis-
cussion of the provisions of the Italy-United States tax treaty.

This Portfolio may be cited as Marciasini, 7190 T.M., Business Operations in Italy.

This Bloomberg Tax Portfolio is not intended to provide legal, accounting, or tax advice for any purpose
and does not apply to any particular person or factual situation. Neither the author nor the publisher as-
sumes responsibility for the reader’s reliance on information or opinions expressed in it, and the reader is
encouraged to verify all items by reviewing the original sources.
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DETAILED ANALYSISDETAILED ANALYSIS

I.I. Italy — General BackgroundItaly — General Background

A. Tax System Overview

1. General

Revenue authorityRevenue authority The Revenue Agency (Agenzia delle
Entrate)

Type of tax systemType of tax system • Residents: Worldwide system (Cor-
porations: Section V.A.; Individuals:
Section IX.A.)

• Non-residents: Italian-source in-
come (Corporations: Section VI.C.;
Individuals: Section X.)

ResidenceResidence Corporations: A company is tax resident
in Italy if it is incorporated in Italy and
has either:

• Its registered office, place of effec-
tive management or place of day-to-
day management is in Italy; or

• The company holds, directly or indi-
rectly, a controlling participation in
an Italian corporation, where the com-
pany either:

◦ Is controlled (directly or indirect-
ly) by a company resident in Italy;
or

◦ Is managed by a board of directors
or other equivalent executive organ,
composed mainly of directors who
are resident in Italy.

(Section V.A.)

Individuals: An individual is tax resi-
dent in Italy if for more than 183 days in
a fiscal year he or she:

• Is physically present in Italy;

• Has a ‘residence’ in Italy (habitual
abode); or

• As a ‘domicile’ in Italy (principal
centre of social interests, e.g., the
family).

Basic domesticBasic domestic
nexus rule for for-nexus rule for for-
eign corporationseign corporations

A foreign corporation is subject to cor-
porate income tax on income derived
through an Italian PE, as defined in Ital-

ian domestic law, and on most other
Italian source income. (Section VI.)

Treaty networkTreaty network Italy has tax treaties with nearly 100
countries, including the United States,
which largely follow the OECD Model
Tax Convention. (Section XIV.A.)

MLI signatory: Yes. (Section XII.C.)

For the texts and status of Italy’s tax
treaties, see International Tax Treaties.

2. Corporations

Corporate incomeCorporate income
tax ratetax rate

Flat rate of 24% (Section V.I.)

General withhold-General withhold-
ing tax rates oning tax rates on
payments to non-payments to non-
resident companiesresident companies

Dividends: Dividends payable to non-
residents are subject to:

• A 1.2% withholding tax for Euro-
pean Union or European Economic
Area residents; or

• A 26% withholding tax in other cas-
es (Section X.B.)

Interest: 26% (Section X.B.);

Royalties: 22.5% (Section X.B.)

For the rates of source country taxation
applying under Italy’s domestic law and
tax treaties and the context for their ap-
plication, see the Withholding Tax
Chart.

Net operating loss-Net operating loss-
es carry back/for-es carry back/for-
wardward

Carryback: There is no loss carryback.
(Section V.H.)

Carryforward: Generally, losses relating
to one tax period may be carried for-
ward to reduce up to 80% of the aggre-
gate income in the next or ensuing tax
years until all of the loss is absorbed.
(Section V.H.)

Restrictions on de-Restrictions on de-
ductibility of inter-ductibility of inter-
est expensesest expenses

Interest expenses can be deducted up to
the total amount of interest income plus
any interest income carried forward
from previous tax years, with the excess
being deductible within the limit of 30%
of the current tax year’s EBITDA (Sec-
tion V.G.)

Anti-hybrid mis-Anti-hybrid mis-
match rulesmatch rules

Yes. (Section XIII.C.4.)
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Incentives (major)Incentives (major) • R&D: Yes. (Section II.A.3.f. and
Section V.C.6.)

• Patent box: No — repealed as from
2021. (Section V.C.5.)

• Enhanced depreciation/capital al-
lowance: Yes. (Section V.E.)

• Environmental: Yes. (Section
V.C.7.)

• Other: Inpatriates (Section II.A.3.a.);
new hires (Section V.C.8.)

Participation ex-Participation ex-
emption (or similaremption (or similar
regime)regime)

Yes, applicable to Italian corporate in-
come tax on dividends and capital gains
on shares in qualifying subsidiaries.
(Section V.C.1.)

Tax consolidationTax consolidation Yes. There are two types of consolidat-
ed tax returns:

• The national consolidated tax return;

• The worldwide consolidated tax re-
turn.

(Section V.B.4.)

M&A regimeM&A regime • Tax-free or tax-privileged transac-
tion: Yes. (Section III.E.)

• Stamp duty/share transfer taxes: A
registration tax applies to asset sales
(Section IV.H.) and a financial trans-
action tax applies to transfers of
shares of Italian companies. (Section
IV.C.)

• Limitation on pre-deal NOL carry-
forwards: Generally, yes, subject to
exception. (Section V.H.)

• See also: EU Mergers Tax Directive
(Section III.E.)

OECD Pillar OneOECD Pillar One
and Twoand Two

Legislation enacted on aspects of Pillar
Two (Section XIII.E.)

Controlled foreignControlled foreign
company regimecompany regime

Yes. (Section V.P.)

Transfer pricingTransfer pricing
regimeregime

Yes. (Section XII.A.)

Country-by-country report: Yes. (Sec-
tion XII.A.2.)

See also: Chapter 85: Transfer Pricing
Rules and Practice in Italy.

General anti-General anti-
avoidance ruleavoidance rule
(GAAR)(GAAR)

Yes.

Mandatory disclo-Mandatory disclo-
sure regimesure regime

Yes. (DAC 6/DAC 7). (Section XIII.D.)

Foreign tax reliefForeign tax relief Relief may be granted by way of a cred-
it under the terms of a tax treaty or uni-
laterally. (Section XIV.A.)

3. Individuals

Personal incomePersonal income
tax ratestax rates

• 0–28,000 euros: 23%

• 28,001 euros–50,000 euros: 33%

• Above 50,000 euros: 43%

(Section IX.D.)

Equity incentivesEquity incentives Yes (Section IX.B.5.b.)

Foreign tax reliefForeign tax relief Yes (Section XIV.)

Wealth tax/Inheri-Wealth tax/Inheri-
tance tax/Gift taxtance tax/Gift tax

• Italy does not levy a wealth tax on
an individual’s entire net worth. How-
ever, it does levy taxes on specific as-
sets, such as those held abroad.
(IX.L.)

• Inheritance tax and gift tax are
levied at 4%, 6% and 8%.

(Section IV.D.)

Exit taxesExit taxes No. However, there are exit taxes ap-
plicable to qualifying Italian companies.
(Section XIII.C.3.)

4. Other Taxes

VAT/GST/SalesVAT/GST/Sales
taxtax

VAT is charged at a standard rate of
22% (lower rates of 4%, 5% and 10% is
charged on certain items). (Section
XI.B.) Taxpayer registration threshold:
65,000 euros turnover. (Section XI.A.)

For further research on Italy’s GST sys-
tem, see also the VAT Navigator.

Digital services taxDigital services tax A 3% digital services tax is levied on
revenues resulting from the provision of
certain digital services. (Section IV.I.)

Local taxesLocal taxes Yes, a property-based tax (Section
IV.F.3.) and a regional tax and munici-
pal tax. (Section IV.O.)
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5. Administrative

Standard tax returnStandard tax return
filing datefiling date

Corporate Income Tax Return: For com-
panies with a tax year coinciding with
the calendar year, the return must be
filed electronically by November 2,
2026. (Note: While the standard dead-
line is October 31, it falls on a Saturday
in 2026, pushing the deadline to the
next business day.) A company that
does not have a tax year coinciding with
the calendar year must file the return no
later than the last day of the tenth month
following the close of its tax year. (Sec-
tion V.J.)

Individual Income Tax Return: The
Redditi PF (standard return) must gener-
ally be filed electronically by November
2, 2026. (Similar to corporate returns,
the standard October 31 deadline is
moved because it falls on a weekend).

Form 730 (for employees and retirees)
must be submitted by September 30,
2026.

In limited cases where paper filing is
still permitted (e.g., for certain returns
filed on behalf of a decedent), paper re-
turns must be submitted to a local post
office between May 2 and June 30,
2026. (Section IX.G.)

Limitation periodLimitation period
for assessmentfor assessment

The tax office has five years from the
end of the tax year in which the tax re-
turn was filed to send a notice of defi-
ciency. The statute of limitations is sev-
en years if no return was filed.

Advance tax rul-Advance tax rul-
ingsings

Yes. A taxpayer may apply to the Tax
Authorities for an opinion on a tax issue
before entering into a transaction. An
advance ruling is binding only on the
taxpayer that sought it. (Section
IV.A.3.a.) An Italian resident company
may apply an advance ruling on the
arm’s length pricing of intragroup trans-
actions, i.e., an advance pricing agree-
ment. (Section XII.A.)

B. The Country

Italy consists of 20 regions, five of whom are autonomous-
ly governed, 107 provinces and metropolitan centers, and two
micro-states, San Marino and the Vatican. The capital city,
Rome, is also the largest city, but Milan in the north is the
economic capital of the country. Italy is bordered by France,
Switzerland, Austria, and Slovenia.

Italy is a Member State of the European Union (EU) and
has adopted the euro as its official currency.

Italian is the official language, but 12 minority languages
are formally recognized.

C. Political Organization/Government

Italy is a unitary parliamentary republic. Under the 1948
Constitution, governmental authority is apportioned among the
executive, legislative, and judicial branches. The chief political
subdivisions are the 20 regions, which have limited governing
powers,1 alongside two other levels of government: the munic-
ipalities (comuni) and the provinces (province). The Constitu-
tion provides, as a general rule, that all “administrative func-
tions” fall within the jurisdiction of the municipalities, with the
exception of those functions that require a uniform approach,
which then come within the jurisdiction of a province.

1. Executive Branch

Executive power is held by the Council of Ministers or
Cabinet. The members of the Cabinet head the various min-
istries, although some ministers are also appointed without
portfolio. Most of the initiative of the government lies with the
Council of Ministers, which not only has the right to introduce
new laws in Parliament but may also issue legislative decrees
under Parliamentary delegation (decreti legislativi) and, in cas-
es of emergency, may issue decrees in the absence of such del-
egation (decreti legge).

The President of the Republic is the head of state and is
elected for a seven-year term by Parliament sitting jointly with
a small number of regional delegates.2 The power of the office
is limited, in particular by the rule that presidential acts and
decrees must be countersigned by a member of the Cabinet.
Nevertheless, the responsibilities of the office are varied and
substantial. The President formally promulgates laws, ratifies
treaties, grants pardons, acts as commander-in-chief of the
armed forces, formally dissolves Parliament and, perhaps most
importantly, appoints the Prime Minister, subject to Parliamen-
tary approval.3

2. Legislative Branch

Parliament consists of two houses: the Chamber of
Deputies and the Senate. Both houses of Parliament are popu-
larly and directly elected by a proportional representation sys-
tem. As of the general election held in May 2023, the Chamber
of Deputies has 400 members and the Senate has 200 members.
The Senate continues to include members who are appointed
for life in accordance with special constitutional provisions.4

The term of legislators in each house is otherwise a maximum
of five years.5

Parliament serves as the electoral college for the election
of the President of the Republic. It also approves the Presi-
dent’s selection of the President of the Council of Ministers (or
Prime Minister), who is the head of government. Parliament
also elects five members of the Constitutional Court and 10
members of the Superior Council of the Judiciary.6

1 Costituzione (1948) (Cost.), Art. 114.
2 Cost., Arts. 83 and 85.
3 Cost., Art. 87.
4 Cost., Arts. 56, 57 and 59.
5 Cost., Art. 60.
6 Cost., Art. 83.

Detailed AnalysisDetailed Analysis I.C.2.I.C.2.
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Legislative bills may originate in either house of Parlia-
ment and must be passed by a majority in both. New legislation
also may be initiated by the Council of Ministers, by certain
state agencies, or by petition of 50,000 voters.7

After being signed by the President and at least one min-
ister, all laws and decrees8 are published in the Official Gazette
and come into effect 15 days after publication, unless the leg-
islation itself provides for a different time period for its entry
into force.9 Emergency decrees and laws may enter into force
immediately on publication. With the exception of certain leg-
islation, most laws may be partially or totally repealed by pop-
ular referendum.

The Italian Constitution is the supreme law of the land.
Statutes inconsistent with the Constitution and declared uncon-
stitutional by the Constitutional Court10 are, thereafter, with-
out effect.11 Like that of most other continental European coun-
tries, Italy’s law revolves around a Civil Code (Codice Civile),12

which is supplemented by legislation. Consolidated codes deal-
ing with specific areas of the law (testi unici) are usually com-
piled and promulgated by the executive under a specific dele-
gation of authority from Parliament.13

The Executive promulgates implementing regulations (re-
golamenti). Ministries also issue instructions for compliance
with existing law. These instructions are quite extensive in the
tax field and are significant because they are adhered to by the
tax authorities, but they are not binding on the courts.

Decree Laws promulgated by the Council of Ministers
have effect for only 60 days, unless ratified (“converted” into
law) by Parliament.14

D. Judicial System

The Italian judicial system is based on Roman law mod-
ified by the Napoleonic code and subsequent statutes. There
is only partial judicial review of legislation in the U.S. sense.
The Constitutional Court is a post-World War II innovation. Its
powers, case load, and frequency of decisions are not as great
as those of the U.S. Supreme Court.

The Italian court system consists of ordinary courts, ad-
ministrative courts and commissions, and the Constitutional
Court. Alongside the various courts, there is a highly developed
system of formal and informal arbitration.

The decision-making freedom of the Italian courts is vir-
tually unlimited. An Italian court is bound only by statutes en-
acted in conformity with the Constitution.15 Further, there is no
equivalent to the common-law stare decisis rule. Nevertheless,

7 Cost., Art. 71(2).
8 A law is cited by its number and the date of its signature by the President

of the Republic. A decree is cited as a Decree Law (DL), a Decree of the Pres-
ident of the Republic (DPR), a Decree of the Prime Minister (DPCM), a Royal
Decree (RD), a Royal Decree Law (RDL), a Ministerial Decree (DM) or a Leg-
islative Decree (D. Lgs.), as the case may be, and by its number and the date of
its promulgation.

9 Cost., Art. 73.
10 See Cost., Art. 134(1).
11 Cost., Art. 136(1).
12 The current Civil Code (CC) was promulgated in 1942. RD No. 262,

March 16, 1942.
13 See Cost., Art. 76.
14 Cost., Art. 77.
15 Cost., Art. 1.

precedent set by the higher courts is usually followed by the
lower courts. Trial by jury is not available in civil matters and
the rules of evidence are quite liberal by Anglo-American stan-
dards.

1. Ordinary Courts

The ordinary courts hear most civil and criminal cases,
with civil proceedings divided between the justices of the peace
(giudici di pace) and the tribunals (tribunali). These courts have
jurisdiction over all civil disputes between private parties16 and
share with the administrative courts and commissions jurisdic-
tion over disputes arising between a private party and the state
or its agencies. There are four levels of ordinary courts (in as-
cending order): justices of the peace, tribunals, courts of appeal,
and the Supreme Court of Cassation. Appeals from decisions of
a trial court to the next highest court is generally available; in
most circumstances, further appeal to the Court of Cassation is
available as a matter of right, but only on questions of law.

The original jurisdiction of 165 tribunals (tribunali) ex-
tends to all civil cases beyond the jurisdiction of the giudice
di pace,17 based on the amount and subject matter of claims.
The tribunals also have exclusive jurisdiction, regardless of the
amount of the claim, over certain subject matter, such as civ-
il actions for forgery; labor law; real property and wills; and
enforcement of judgments. The composition and jurisdiction of
the tribunal consists of a single-judge court of first instance in
criminal, civil, labor, and social security matters.18 Further, all
proceedings relating to claims of an undetermined value are
heard before a tribunal.19 Certain matters, such as shareholder
actions, bankruptcy challenges, and the liability of boards of
directors and auditors’ and overseers’ boards, as well as cases
involving judicial liability, continue to be heard by a panel of
three judges.

The courts of appeal (corti d’appello) normally decide ap-
peals from the tribunals,20 although they have certain limited ar-
eas of original jurisdiction. The admission of new evidence, ex-
cept in certain specified instances, is prohibited and appeals are
conducted less in a manner of a trial de novo as previously, and
more as a review of the previous proceedings. The parties have
up to six months to appeal against an adverse decision.21 The
courts of appeal are composed of panels of three judges each22

and are grouped in districts having jurisdiction over a number
of tribunals. These districts are sometimes also subdivided into
specialized sections. There is a special appellate section to hear
appeals in labor matters.

The Supreme Court of Cassation (Corte Suprema di Cas-
sazione) is the highest ordinary court in Italy. This Court hears
appeals from the courts of appeal (or from justices of the peace,
when in a matter decided in equity there is an alleged violation
of a procedural rule, the Constitution, community law, or regu-

16 See RD No. 12, Jan. 30, 1941, and Code of Civil Procedure (Codice di
Procedura Civile), RD No. 1443, Oct. 28, 1940 (CCP), which together provide
for the establishment and jurisdiction of the ordinary courts.

17 CCP, Art. 9.
18 D. Lgs. No. 51, Feb. 19, 1998.
19 CCP, Arts. 8 and 9.
20 CCP, Art. 341.
21 CCP, Art. 327.
22 Law No. 532, Aug. 8, 1977.
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latory provisions and the value of the claim exceeds 1,100 eu-
ros).23 It has no original jurisdiction and reviews only questions
of law. The Court is divided into panels of five members each,
although certain cases are reviewed en banc (sezioni unite) by
a panel of nine judges selected from all panels of the court. The
Court also may sit en banc where a question of law has already
been decided in a conflicting manner by different panels and
when a case involves questions of great importance. Until an
issue has been decided en banc, there is the possibility of con-
flicting Supreme Court precedents.

2. Administrative Courts, Commissions, and
Commercial Courts

The Italian Constitution guarantees the availability of ju-
dicial process for all challenges to the legality of a public act.24

The allocation of jurisdiction over disputes arising out of acts
of the state or its agencies turns on the subtle distinction drawn
between acts that may impinge on a person’s “private rights”
and acts that harm a person’s “legitimate interests.” Broadly
speaking, a private right is affirmatively recognized by the law,
while for a legitimate interest to be acknowledged, a connec-
tion with a discretionary power of public authorities is need-
ed. A person’s legitimate interests are harmed by the state’s use
of unfair or improper administrative discretion, whereas a per-
son’s private rights are violated when there is no such discre-
tion in the state action.

The Italian system of administrative courts and commis-
sions is intended to provide judicial process for governmental
acts offending “legitimate interests,”25 while the ordinary courts
generally have jurisdiction over acts alleged to infringe on “pri-
vate rights.”26 The administrative courts and commissions are
based on two-level system of administrative tribunals and tax
commissions and a high court for tax matters. Furthermore,
there are separate tribunals for litigation of commercial and
corporate disputes.

a. Administrative Tribunals

The administrative tribunals have the power to annul or
modify executive or administrative acts found to impinge on
an individual’s legitimate interests.27 These tribunals may only
nullify or modify actions taken: (i) without authority to regulate
the subject of the action; (ii) in violation of general legal prin-
ciples; or (iii) in abuse of discretion. In such cases, the tribunals
also have the power to order compensation for damages sus-
tained.28 An administrative tribunal of first resort (tribunale am-
ministrativo regionale) is located in each regional capital.29 An
appeal from a decision at this level may be taken to the Council
of State (Consiglio di Stato) in Rome. Decisions of the Council
of State are generally final and binding.30

23 CCP, Art. 360.
24 Cost., Arts. 24 and 113.
25 Cost., Art. 113.
26 See Law No. 2248, March 20, 1865, Annex E.
27 RD No. 1054, June 26, 1924, Art. 26.
28 D. Lgs. No. 80, March 31, 1998, Art. 35.
29 Law No. 1034, Dec. 6, 1971, Art. 1.
30 Cost., Art. 111.

b. Tax Commissions

Tax disputes have been specifically exempted from the ju-
risdiction of the general administrative tribunals. Tax commis-
sions (commisioni tributarie) have exclusive jurisdiction over
tax litigation. For further information, see IV.A.3.b., below.

c. Court of Accounts

The Court of Accounts (Corte dei Conti) is a highly spe-
cialized court of administrative and accounting law with sec-
tions in each region and a central body in Rome. It has wide-
ranging original jurisdiction over public fiscal matters concern-
ing national and regional revenue and appropriations, state pen-
sions, public accounts, and the public administration.

d. Commercial Courts

As of 2012, separate tribunals exist for litigation of com-
mercial and corporate disputes, which were created by trans-
forming the already existing specialized sections for industrial
and intellectual property litigation into special sections for
commercial litigation, vested with jurisdiction over areas such
as anti-trust, corporations (including shareholder disputes),
contracts/business law, public works, product liability, and
consumer protection.31 There are 20 commercial courts, primar-
ily located in the Tribunals and Courts of Appeals of the re-
gional capitals.

3. Constitutional Court

The Constitutional Court (Corte Costituzionale) was es-
tablished in 1956. Its jurisdiction is limited to the adjudication
of constitutional attacks on national and regional laws and acts
having the force of law, separation of powers issues, allega-
tions against the President of the Republic and the referendum
process involving the repeal of laws or a legislative initiative.32

It is composed of 15 judges, each one sitting for a nonrenew-
able term of nine years.33 The President of the Republic ap-
points five members, the two houses of Parliament sitting joint-
ly (with regional electors added) elect five judges, and the en-
tire body of supreme, ordinary and civil magistrates elects the
remaining five judges.34 These terms are not coterminous. The
Court elects its own president, who serves for a three-year pe-
riod. The Court determines only narrow questions of constitu-
tional law referred to it by an ordinary court from a case under
consideration at the time of referral. After deciding the ques-
tion, the Constitutional Court remands the case for final dispo-
sition on its merits. No appeal is available from a decision of
the Constitutional Court.35

4. Arbitration System

Arbitration agreements in Italy must be in writing or will
be void. This requirement may be met by an exchange of telex-
es, telegraphs, facsimiles or other electronic means. Moreover,
an arbitration clause included in a standard contract must be
signed specifically and separately (usually at the end of an

31 Decree Law No. 1 of Jan. 1, 2012.
32 Cost., Art. 134, as amended by Law Cost. No. 1, Jan. 16, 1989.
33 Cost., Art. 135.
34 Cost., Art. 135(1).
35 Cost., Art. 137(3).
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agreement, together with other noted unfair terms and condi-
tions).36 An agreement to arbitrate will also be void if it fails to
define the subject matter of the controversy between the par-
ties.37 The agreement must appoint one or more arbitrators, or at
least designate their number and manner of appointment.38

The parties to a contract may choose to provide an arbitra-
tion clause (clausola compromissoria) in the contract itself or
to draft an agreement to arbitrate (compromesso). The compro-
messo is generally drafted once the dispute has already arisen,
while the arbitration clause is used to regulate disputes that
might arise under a contract. The parties may also choose be-
tween formal (rituale) and informal (irrituale) arbitration.

The Corporate Procedure Law of 2003 expanded the area
of corporate disputes that may be subject to arbitration and
established the principle that only those corporate matters in
which the intervention of a public prosecutor is required and,
therefore, in which a public interest exists, cannot be referred
to arbitration.39 Under a 2006 reform, the scope of matters that
could be submitted to arbitration was expanded to include con-
troversies over non-contractual matters.40 However, certain dis-
putes, including those concerning matters of public interest,
such as disputes concerning inalienable rights, and disputes
within the exclusive jurisdiction of the administrative courts
cannot be referred to arbitration.41 Arbitration in labor matters
is permitted if the collective agreement governing the parties’
relationship contains a provision to that effect, or if so provided
by law.42

a. Informal Arbitration

Informal arbitration is referred to as a means of “contractu-
al determination” that leads to a “contractual award” (lodo con-
trattuale).43 One standard form is the granting of carte blanche
to an arbitrator named by the parties. The parties provide the ar-
bitrator with a signed document; as an agent/agents authorized
to form a contract between the parties, the arbitrator then cre-
ates the terms of the document.44 Unlike formal arbitration, in-
formal arbitration awards do not have the force of a court judg-
ment, although the Civil Code recognizes informal arbitration
agreements and the courts will enforce them in accordance with
the rules relating to the enforcement of contracts45 through the
Code of Civil Procedure. This type of arbitration is not com-
monly used, as the remedy for its breach must be sought by civ-
il suit through the courts.

b. Enforcement of Foreign Arbitration Awards

As of 1994, the procedures for the enforcement of interna-
tional arbitration awards in Italy have been codified. Previous-

36 CCP, Art. 807.
37 CCP, Arts. 807 and 808.
38 CCP, Art. 809.
39 D. Lgs. No. 5, Jan. 17, 2003.
40 CCP, Art. 806.
41 CCP, Art. 806. See also CC, Art. 1972 (disputes arising from an unlawful

transaction).
42 CCP, Art. 808(2). See also Law No. 533, Aug. 11, 1973, Art. 4.
43 Such an award should not be confused with the consent award contem-

plated by certain arbitration rules (for example, Article 26 of the International
Chamber of Commerce (ICC) Rules).

44 CCP, Art. 808 ter (1)–(5).
45 CCP, Art. 2932.

ly, enforcement was governed by the general provisions deal-
ing with the enforcement of foreign judgments. The 1994 rules,
specifically drafted for international arbitration, were designed
to simplify the procedures and meet the requirements of the
New York Convention. The arbitration laws enacted through
Legislative Decree No. 5 of January 17, 2003 and Legislative
Decree No. 20 of February 2, 2006 — respectively known as
the “New Corporate Procedure Law” and the “2006 Arbitration
Reform” — left unaltered the provisions governing the recog-
nition and enforcement of foreign awards in Italy, which are
based on the 1958 New York Convention on the Recognition
and Enforcement of Foreign Arbitral Awards.

Italy operates a unitary system in that it does not make a
distinction between purely domestic and international arbitra-
tion, even though certain differences still exist when at least
one of the parties resides or has its head office abroad.

A party wishing to enforce a foreign arbitration award in
Italy must bring suit before the Court of Appeal in the district
in which the other party is domiciled. If the other party does
not have an Italian domicile, the Court of Appeal of Rome has
jurisdiction. The original, or a certified copy, of the foreign
award, must be provided to the court, as well as a confirmed,
certified translation. If the court is able to ascertain the regular-
ity of the form of the award, it will declare the foreign award
enforceable in Italy, unless the dispute could not be resolved
by arbitration under Italian law, or would be contrary to Italian
public policy. This decision may be appealed before the same
Court of Appeal within 30 days from its giving notice of its de-
cision.46

5. Mediation

Italy implemented EC Directive 52/2008 on Mediation,47

thus parties to a dispute are first required to engage in media-
tion in disputes over real property rights, succession, division
of estates, family pacts, leases, bailments, business branch leas-
es, malpractice and defamation by the press or other media, as
well as insurance, banking and financial contracts,48 or engage
in another alternative form of dispute resolution,49 before filing
a lawsuit. However, in 2012, the Constitutional Court held50 that
the government exceeded its authority to implement EC Direc-
tive 52/2008 by making it a mandatory prerequisite to filing a
lawsuit, when the EC Directive itself was silent on this point;
therefore that portion of the law was held unconstitutional. Sub-
sequently, with Decree Law No. 69 of June 21, 2013, the gov-
ernment reinstated mandatory mediation, initially on an exper-
imental basis, but it was later made permanent.51

46 CCP, Art. 839.
47 D. Lgs. No. 28, March 4, 2010.
48 D. Lgs. No. 28, March 4, 2010, Art. 5(1) and Art. 5(1-bis), as added by

DL No. 69, June 2, 2013, Art. 84(1)(b).
49 Legislative Decree 179/2007 requires conciliation for disputes arising

between investors and financial institutions concerning the breach of the duties
of information, transparency and fairness, which is implemented by the arbi-
tration and mediation chamber (the Camera di Conciliazione e Arbitrato); Art.
128 bis of the Italian Banking Law establishes the jurisdiction of the Arbitro
Bancario Finanziario (Financial and Banking Ombudsman), for disputes aris-
ing between the banks/financial promoters and their clients regarding banking
and financial products and services.

50 Case No. 272/2012.
51 D. Lgs. No. 28, March 4, 2010, Art. 5 (1-bis), as added by DL No. 69,

June 21, 2013, Art. 84 (1)(b).
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Attorneys have a duty to inform their clients of the avail-
ability of mediation, the tax incentives available, as well as
those cases in which mediation must be attempted before suit
can be filed.52 Mediation is not to last more than three months
from the date of the request to mediate, or the judge’s order to
the parties to mediate.53 It is without prejudice to the parties, as
no statements or information provided by the parties during the
process may be used in subsequent court proceedings, nor may
a mediator be forced to give testimony on information provided
during mediation, or reveal confidential information provided
by one party to the mediation to the other party.54

Failure to pursue mediation in those cases in which it is
mandatory will cause a potential lawsuit to be barred. Howev-
er, this procedural defense must be raised by the defendant or
the judge by no later than the first hearing, or the defense will
be considered as waived.

52 D. Lgs. No. 28, March 4, 2010, Art. 4(3).
53 D. Lgs. No. 28, March 4, 2010, Art. 6, as amended by DL No. 69, June

21, 2013.
54 D. Lgs. No. 28, March 4, 2010, Arts. 9 and 10.

If mediation is successful, the agreement is filed with the
court and, once approved by the judge, has the force of law. If
the parties fail to settle, the mediator may propose a settlement,
which the parties are free to accept or decline. Unreasonable
refusal by a party of the mediator’s proposed settlement may
produce legal consequences, such as fee shifting at trial.

To further encourage the use of mediation, mediated set-
tlements have been given favorable tax treatment. A tax credit
of up to 500 euros is available for a successful settlement,
which is reduced by one-half if the mediation is unsuccessful.55

No registration tax is due on mediated settlements that do not
exceed 50,000 euros; for larger awards, registration tax is due
on the amount that exceeds 50,000 euros. No documentation or
decision regarding a mediation is subject to stamp tax or to oth-
er charges applied to legal documents.56

55 D. Lgs. No. 28, March 4, 2010, Art. 20(1).
56 D. Lgs. No. 28, March 4, 2010, Art. 17(2), (3).
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II.II. Operating a Business in ItalyOperating a Business in Italy

A. Foreign Investment Regulation

By the 1970s, Italy had developed an extensive system of
regulation that provided foreign investors with guarantees re-
garding the payment of dividends abroad and the repatriation
of capital on the liquidation of their investments in Italy.57 At
the beginning of the 1990s, the notable growth in Italy’s degree
of industrialization and its new role as the West’s fifth largest
economy prompted liberalization of its exchange control laws
(see II.B., below) and, at the same time, the repeal of a number
of laws regarding foreign investment.

1. Incentives

Italy’s investment incentive programs have generally been
directed to those regions of the country and sectors of the econ-
omy that are relatively less developed or stable. The Intermin-
isterial Committee for Economic Planning (CIPE) is responsi-
ble for the oversight of a number of these regional development
programs. There are also separate development programs for
target sectors of the economy. These sectors are usually com-
posed of either older, declining industries with massive capi-
tal and employment needs, or newer, high-priority industries in
markets where import substitution is desired. In recent years,
many of the incentives enacted have been focused on increas-
ing employment, as well as resources devoted to research and
development.

2. Regional Assistance

Soon after the end of World War II, the Italian government
promulgated legislation designed to encourage industrial
growth in certain economically underdeveloped areas of Italy
through the use of tax incentives, low-interest loans, and cash
grants.58 These areas, commonly referred to as the Mezzo-
giorno, originally included not only the Southern regions of
Italy, but parts of Lazio, the Marche, Molise, and Sardinia
as well. This special help was specifically permitted by the
Treaty of Rome, which created the European Economic Com-
munity (EEC) in 1957. However, following a European Union
(EU) decision redefining the area that was to benefit from the
programs,59 The Interministerial Committee for the Coordina-
tion of Industrial Policy (CIPI), a former subcommittee of the
CIPE, adopted a resolution reducing or phasing-out some of the
more substantial benefits in the areas of Molise, Lazio, and the
Marche.60

The original legislation established the Cassa per il Mez-
zogiorno (Fund for the South), a government agency the pur-
pose of which was the development and implementation of the
various incentive programs provided by the legislation.

Although the programs enjoyed some success, the overall
results were discouraging and the legislation was amended
many times. Law No. 64 of March 1, 1986 (“Law 64”) shifted

57 The regulation of foreign investment in Italy was governed primarily by
Law No. 43, Feb. 7, 1956.

58 Law No. 646, Aug. 10, 1950.
59 EC/88/318, March 2, 1988.
60 Resolution No. 374 of the Interministerial Committee for the Coordina-

tion of Industrial Policy (CIPI), Aug. 3, 1988.

policy to encouraging the growth of small and medium-sized
industries. Law 64 also reorganized the administration of the
development programs and replaced the Cassa per il Mezzo-
giorno with a decentralized structure, shifting primary respon-
sibility for the implementation of the programs to smaller,
more localized agencies. This reorganization included the cre-
ation within the Prime Minister’s office of a department for the
South, and an Agency for the Promotion of the Development of
the South (Agenzia per la Promozione dello Sviluppo del Mez-
zogiorno), which reported to the Minister for the South.

a. Grants and Financing

In 1992,61 the government began dismantling the special
agencies to provide assistance to economically depressed areas
through ordinary government intervention and EU structural
funds. The Agency for the Promotion of the Development of
the South and the Ministry for Special Intervention were abol-
ished, and their activities placed under the jurisdiction of the
Ministry of the Budget. A five-member committee, called the
Observatory of Regional Policies (Osservatorio delle Politiche
Regionali), had been created within the Ministry of the Budget
with oversight functions for programs in depressed areas but
was subsequently dismantled in 1995.62 Currently, this over-
sight function is included among the functions of INVITALIA.
(See d., below.)

Regional assistance was implemented to provide aid not
only to all of the original Mezzogiorno, but also to certain
northern provinces that were either in industrial decline or in
need of funds for rural development. The system of aid was
based on a common evaluation method reflecting the EU prin-
ciple of transparency. In essence, it had to be possible to de-
termine the total aid allotted to an investment as a percent-
age of the total amount of the investment. Ceilings were set by
CIPE resolution or ministerial decree. The regional assistance
approach continues to be the basis of much of the assistance for
the depressed sectors of the Italian economy.

Law 488 created a simplified procedure for obtaining cap-
ital grants and/or low-interest loans. Calls for grants (bandi)
were issued by the Ministry for Productive Activities. Compa-
nies submitted their applications to a primary national bank for
evaluation. The bank’s evaluation, following ministerial para-
meters, was sent to the Ministry, which, by decree, prepared a
preference list (graduatoria) for the grants.

b. Employment Incentives

Numerous incentives have been passed to encourage hir-
ing in the Mezzogiorno. These incentives are often limited to
a certain number of tax years and are generally not cumula-
tive (i.e., the employer cannot apply more than one type of in-
centive to a single hiring). Currently, the following incentives
specific to the Mezzogiorno are available (for employment in-
centives available throughout Italy, not exclusive to the Mez-
zogiorno, see II.A.3.a., below):

(i) Reduction in social charges for new hires. Employers
who hire workers between the ages of 16 and 24 or work-
ers over the age of 25, who have been unemployed for at

61 Law No. 488, Dec. 19, 1992 (Law 488).
62 D. Lgs. No. 244, Art. 6, June 23, 1995.
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least six months, with a permanent full-time contract, will
be exempt from social charges on those hires, up to a max-
imum of 8,060 euros per year for the first 12 months of
employment. Employees hired under fixed term contract
will have a 50% exemption from social charges.63

(ii) Reduction of 100% in social charges for new hires for
first time employment with a permanent employment con-
tract. Companies hiring workers under the age of 36 for the
tax years covering January 1, 2021 through December 31,
2022, with permanent employment contracts, or that con-
vert fixed-term contracts to permanent employment con-
tracts, are exempt from social contributions for a period
of three years (five years for hirings in the depressed ar-
eas of the South), up to a maximum amount of 6,000 euros
per year for full-time employment or 3,000 euros for part
time employment. Only those employers who, in the six
months prior to the new hiring and nine months after that
hire, have not terminated individual employees for eco-
nomic reasons or engaged in collective terminations are el-
igible for this incentive.64 The 2023 Budget Law extend-
ed the period covered through December 31, 2023 and in-
creased the maximum amount per year for full-time em-
ployment from 6,000 euros to 8,000 euros.65 This provision
is expired as it was not extended beyond December 31,
2023.

(iii) Reductions in social charges based on specific hirings.
Companies may have access to a reduction of social con-
tributions in the following instances: if the employee hired
is a long-term unemployed individual over 50 years of age
and unemployed for a period of 12 months or is a woman
living in an economically depressed area and unemployed
for a period of six months, the employer will receive a
reduction in the social contributions of 50% for a period
ranging from 12 to 18 months. On an experimental basis
for the tax years covering January 1, 2021 through Decem-
ber 31, 2022, employers hiring women will be able to re-
ceive a 100% reduction in contributions up to a maximum
amount of 6,000 euros, reduced for part-time contracts
based on the number of hours for which the woman is ac-
tually hired. The 2023 Budget Law extended the reduction
to include females hired between January 1, 2023 and De-
cember 31, 2023 and increased the maximum amount up
to which employers hiring women will be able to receive
a 100% reduction in contributions to 8,000 euros.66 For tax
year 2022, women returning from maternity will be able to
make use of a 50% reduction in the employee’s share of
social contributions for up to one year.67

(iv) Reductions in social charges for all employees work-
ing in the depressed areas of the South as follows: 30%,

63 D. Lgs. 150, Sept. 14, 2015 Art. 19; INPS Circular No. 41, March 1,
2017.

64 DL No. 87, July 12, 2018, Art. 1-bis, as amended by Law No. 145, Dec.
30, 2018, Art. 1 (247), as further amended by Law No. 178, Dec. 30, 2020, Art.
1 (10)–(12) (Legge di Bilancio 2021 or 2021 Budget Law).

65 Law No. 197, Dec. 29, 2022, Art. 1 (297).
66 Law No. 178, Dec. 30, 2020 Art. 1 (16)–(19), as amended by Law No.

197, Dec. 29, 2022, Art. 1 (298).
67 Law No. 234, Dec. 30, 2021, Art. 1.

through December 31, 2025; 20% from January 1, 2026
through December 31, 2027; 10% from January 1, 2028
through December 31, 2029. Excluded from this incentive
are domestic and agricultural employers, as well as em-
ployers that are public entities.

(v) Reduction in employee’s portion of contributions for
disability, old age and survivors’ insurance contributions:
3% reduction where taxable compensation does not exceed
a monthly amount of 1,923 euros and 2% reduction for
taxable monthly compensation of 1,924–2,692 euros. This
reduction is available for employees in both the public and
private sectors but excludes domestic employees. It ap-
plies from January 1, 2022 through to December 31, 2023.
This provision has no effect on an employee’s contribution
to his or her pension.68

(vi) Reduction of 100% in social charges for new em-
ployees hired in 2022 and 2023 with permanent contracts
where the immediate previous employer was a company in
economic distress that was engaged in union negotiations
over employee terminations. The reduction is valid for 36
months up to a maximum amount of 8,000 euros.69

(vii) Contribution exemption in case of hiring employees
(between January 1, 2023 and December 31, 2023) who,
prior to being hired, had been recipients of the citizens’
income (reddito di cittadinanza) subsidy. The employees
must be provided with permanent employment contracts
or their fixed-term contracts must be converted to perma-
nent employment contracts. The contribution exemption is
equal to 100% of the employer’s social security contribu-
tions up to a maximum of 8,000 euros, for a maximum pe-
riod of 12 months. This provision is conditional upon re-
ceipt of approval from the European Commission.70

(viii) A new social security contribution exemption was
introduced by the Budget Law of 2025 for companies in
southern Italy that employ workers on permanent con-
tracts, either as new hires or those already employed in an
amount that for tax years 2025 to 2029 will vary from 25%
to 15% of the contributions up to a fixed annual amount.
For companies with more than 250 employees, the incen-
tive will only be available to employers that on December
31 of each year can prove an increase in the number of per-
manent contracts compared to the previous year. This lat-
ter provision is suspended until it is authorized by the Eu-
ropean Commission.71

c. Economically Depressed Areas

With Law No. 111 of August 9, 2023, proposing the im-
plementation of a dual corporate income tax and Article 9, ex-
pressly providing for the revision and simplification of tax in-
centives, many of the current tax incentives will gradually be
replaced. Article 9 specifically provides that the incentives in

68 Law No. 234, Dec. 30, 2021, Art. 1 (121); Law No. 197, Dec. 29, 2022
(Art. 1) (284).

69 Law No. 178, Dec. 30, 2020, Art. 1 (10); Law No. 234, Dec. 30, 2021,
Art. 1 (119) as amended by Law No. 197, Dec. 29, 2022, Art. 1 (297).

70 Law No. 197, Dec. 29, 2022, Art. 1 (294–296), (299).
71 Law No. 207, Dec. 30, 2024, Art. 1 (406–420).
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depressed areas be revised and simplified to make them more
efficient. Therefore, changes are expected to the tax incentives
below.

(1) Investments in Manufacturing Plants

Law No. 296 of December 27, 2006, provided for a tax
benefit in the form of a tax credit to be granted to companies
making new investments in plants located in the depressed ar-
eas of Calabria, Campania, Puglia, Sicily, Basilicata, Sardinia,
Abruzzo, and Molise (“Depressed Areas”) between January 1,
2007, and December 31, 2013.72 The tax credit was renewed be-
ginning in 2014 for investment projects already approved by
the Tax Agency. For tax year 2014, only 85% of the total cred-
it could be taken, with the remaining 15% to be taken in the
three successive tax years, which for already approved con-
tracts ended with the tax year 2017.73 This benefit was avail-
able to all companies other than those in the steel, coal, insur-
ance, and finance sectors. The tax credit, which was granted for
the purchase (either directly or through a leasing contract) of
productive assets connected to a new investment, must relate
to plant and machinery, licenses and, for small companies on-
ly, the purchase of information technology. The credit must be
used to pay personal income tax (imposta sul reddito delle per-
sone fisiche or IRPEF), corporate income tax (imposta sul red-
dito delle società or IRES), and value added tax (imposta sul
valore aggiunto or IVA, hereafter “VAT”). However, the tax
credit was not included in either taxable income or the taxable
base for purposes of the regional tax on productive activities
(imposta regionale sulle attività produttive or IRAP).

(2) Tax Credit for Purchases of New Business Assets

Originally introduced in 2016, the tax credit for the ac-
quisition of new capital assets, including machinery, plant, and
equipment, has undergone a significant regulatory evolution.
Following several extensions, the previous ‘Bonus Sud’ regime
concluded on December 31, 2023.74 Effective January 1, 2024,
all previous regional incentives have been consolidated into the
Single Special Economic Zone (ZES Unica) framework. This
new regime covers the regions of Campania, Puglia, Basilica-
ta, Calabria, Molise, Sicily, Sardinia, and Abruzzo. Under the
ZES Unica framework, the tax credit applies to initial invest-
ments made between January 1, 2024, and November 15, 2024,
involving the purchase or leasing of machinery, facilities, and
equipment, as well as the acquisition of land and the purchase
or construction of buildings. The maximum credit rates are de-
termined by the Regional Aid Map 2022–2027. For most south-
ern regions (excluding Abruzzo), the intensity can reach up to
60% for small businesses, 50% for medium-sized businesses,
and 40% for large enterprises The total investment project must
have a minimum value of 200,000 euros, with a maximum cap
per project of 100 million euros. The tax credit may not be
combined with other state aid if the total exceeds EU limits,
and it remains unavailable to companies in financial difficulty
or those operating in excluded sectors such as steel, coal, ship-
building, energy infrastructure, and financial services.75

72 Law No. 296, Dec. 27, 2006, Art. 1 (271–279).
73 DPCM, Feb. 20, 2014, Art. 5.
74 Law No. 178, Dec. 30, 2020, Art. 1 (171)–(172), as amended by Law No.

197, Dec. 29, 2022, Art. 1 (265).

(3) Tax Credit for Installation of Compost Facilities

A 70% tax credit is available, up to a maximum of 1 mil-
lion euros for the tax years 2023 and 2024, for expenses relat-
ing to the installation and placing in operation of composting
plants within agribusiness centers in the regions of Campania,
Molise, Puglia, Basilicata, Calabria and Sicily incurred up to
December 31, 2023.76

(4) Reduction of Regional Tax on Productive Activities

Parliament has enacted legislation permitting regional
governments in the Depressed Areas to lower the regional tax
on productive activities (IRAP) rate (including reducing it to
zero), and enact exemptions, credits and deductions for new
businesses, as long as the measures comply with EU state aid
rules.77

(5) Financing for Young Entrepreneurs

A financing incentive has been enacted to encourage en-
trepreneurs and independent contractors between the ages of
18 and 5578 residing in the Mezzogiorno to set up businesses
there. The program is to be managed by Invitalia (see below)
and funding is available through the Fondo per lo Sviluppo e
la Coesione (Fund for Development and Cohesion) which will
have a total amount of 1,250 million euros to use (36 million
euros were available for 2017). Those interested in the funding
must file an application with Invitalia. If the application is ap-
proved, up to 60,000 euros can be awarded to an entrepreneur.
If the applicants are incorporating or have already incorporated
a company then financing of up to 50,000 euros per applicant
can be awarded. 50% of the financing will be in the form of a
loan with a 0% interest rate to be repaid over a period of eight
years, with a two-year grace period; 35% will be in the form of
a grant.79

Decree Law No. 60 of May 7, 2024, was enacted to assist
entrepreneurs under the age of 35 with 100% non-repayable
vouchers for initial expenses. The initiative, managed by Invi-
talia, provides up to 50,000 euros in vouchers for innovative
investments and up to 75% non-repayable grants for larger pro-
jects to boost entrepreneurship in the Mezzogiorno.

d. Invitalia

Established in 2000, Invitalia (formerly Sviluppo Italia)
consolidated various promotional and financial institutions to
streamline the development of the Mezzogiorno and reduce bu-
reaucratic hurdles. While Southern Italy remains a priority, In-
vitalia has evolved into the National Agency for Inward Invest-
ment and Economic Development, operating nationwide. Its
current mission is to Stimulate economic expansion in sectors
critical to national development, employment, and the green
and digital transitions; manage national incentives that support

75 But see, below, Special Economic Zones.
76 Law No. 197, Dec. 29, 2022, Art. 1 (270).
77 DL No. 78, May 31, 2010, Art. 40.
78 The age limit increased from 45 to 55 under Law No. 178, Dec. 30, 2020,

Art. 1 (170).
79 DL No. 91, June 20, 2017, Art. 1, as converted by Law. No. 123, Aug. 3,

2017; as further amended by Law No. 145, Dec. 12, 2018, Art. 1 (601), (a) and
as further amended DL No. 34, May 19, 2020, Art. 245-bis.
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the creation of new businesses and innovative startups (e.g.,
through the Sistema Invitalia Startup network); provide funding
and technical support for projects of all scales — from small
businesses to large industrial contracts — that focus on high-
added-value and innovative technologies; and act as a central
contracting authority to accelerate the use of EU and nation-
al funds (including the PNRR) for infrastructure, public works,
and the valorization of Italy’s cultural and artistic assets.

e. Banca del Mezzogiorno

In 2009, the Minister of the Treasury proposed the creation
of a credit institution to provide medium- and long-term financ-
ing for medium and small businesses located and investing in
the Mezzogiorno. The Finance Bill of 2010 created the frame-
work for the bank known as the Banca del Mezzogiorno S.p.A.,
which acts through a network of shareholder member banks.
Its priority in providing financing is to encourage the creation
of new businesses, especially among women and young en-
trepreneurs; increase the dimension of existing businesses and
their presence in the international market; and encourage re-
search and development to ultimately increase employment in
the Mezzogiorno.80

f. Unified Special Economic Zone

In 2017, special economic zones (zone economiche spe-
ciali or ZESs) were created in Italy to encourage foreign invest-
ment and investments from other regions of Italy in the Mezzo-
giorno and transitional regions. As of January 1, 2024, a unified
ZES has been created to encompass the entire Mezzogiorno re-
gion.81

To qualify for the unified ZES, the following conditions
apply:

(i) The area must be an area that is clearly identified and
defined within Italy (the area can cover one or more re-
gions);

(ii) The area must contain at least one sea port; and

(iii) The area must have trans-European transportation in-
frastructure linkages, as defined by EU Regulation 1315/
2013.82

Beginning on January 1, 2024, a new tax credit is available
for companies that acquire instrumental assets for production
facilities located in the unified ZES region. Eligible companies
can receive a tax credit, the amount of which depends on the
level of investment intensity, the specific region in which the
investment is made, and the size of the business.

While the measure was initially introduced for the
2024–2025 period, the 2026 Budget Bill has officially extended
this credit for the 2026–2028 three-year period, establishing it
as a multi-year measure ending December 31, 2028.83

The tax credit is calculated by applying a given percentage
to the costs of the investments based on a minimum amount of

80 Law No. 191, Dec. 23, 2009, Art. 2 (165)–(182).
81 DL No. 124, Sept. 19, 2023, Art. 9.
82 DL No. 91, June 6, 2017, Art. 4, as converted into law by Law No. 123,

Aug. 2017.
83 Law No. 199, Dec. 30, 2025, Art. 1 (438)–(443).

200,000 euros and a maximum amount of 100 million euros for
each investment project.84

The actual credit granted is also subject to overall annual
spending limits to ensure budgetary compliance. For the
2024–2028 period, the total available funds are capped as fol-
lows:

• 2024: 1,8 billion euros

• 2025: 2,2 billion euros

• 2026: 2,3 billion euros

• 2027: 1 billion euros

• 2028: 750 million euros
Because the benefit is granted within these total expendi-

ture limits, the final percentage effectively assigned to each tax-
payer may be proportionally reduced by the Revenue Agency
if the total value of all valid applications exceeds the available
yearly budget.85

The tax credit rate ranges from 15% to 60%, depending
upon the region where the eligible investment is made and the
size of the taxpayer making the investment,86 as shown by the
following table:

ZES Region Large
Company

Medium
Company

Small
Company

Campania,
Calabria,
Apulia, and
Sicily

40% 50% 60%

Basilicata,
Molise, and
Sardinia

30% 40% 50%

Abruzzo,
Marche,*
Umbria*

15% 25% 35%

* Added by Law. No. 171, Nov. 18, 2025.

The assets acquired must be part of an initial investment
project and can include the following types of assets:

(i) Purchase, including through leasing contracts, of new
machinery, plant and equipment intended for production
facilities that already exist or are being established in the
region; or

(ii) Purchase of land and the acquisition, construction, or
expansion of real estate instrumental to an investment,
provided the value of the land and real estate does not ex-
ceed 50% of the total value of the subsidized investment.87

84 Decree No. 124, Sept. 19, 2023, Art. 16 (4), as converted into law by
Law No. 162, 2023.

85 Decree No. 124, Sept. 19, 2023, Art. 16(6), as converted into law by Law
No. 162, 2023.

86 See EU Commission Recommendation No. 2003/361/EC, May 6, 2003.
87 Decree No. 124, Sept. 19, 2023, Art. 16, as converted into law by Law

No. 162, 2023.
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Companies operating in the steel, coal and lignite indus-
tries, transportation (and the infrastructure related thereto),88 en-
ergy production, storage, transmission and distribution and en-
ergy infrastructure, broadband and the credit, financial and in-
surance sectors are not eligible for this tax credit. Also exclud-
ed from the credit are companies that are in liquidation or dis-
solution.89

Businesses that claimed the credit in 2025 are eligible in
tax year 2026 for a further tax credit. This additional credit will
be 14.6189% of the 2025 tax credit. It is calculated based on the
supplementary communication submitted in 2025. This credit
will only be granted only if the business did not also claim a
credit for one or more of the investments certified in the sup-
plementary communication the Transition 5.0 tax credit.90 To
apply for the further tax credit, an e-file application had to be
made to the Italian Tax Agency between April 15 and May
15, 2026, together with a statement that the business had not
claimed the Transition tax 5.0 credit as well as other informa-
tion indicated by the director of the Tax Agency.91

The legislation also created a ZES Coordination Commit-
tee with the responsibility of guiding, coordinating, supervis-
ing, and monitoring the ZES as well as a web to promote easy
access to ZESs and ensure a unified revitalization of projects in
the ZES regions the legislation had provided for creation of a
digital platform with “one-stop shop” window.92

The requirements for accessing the tax credit continue to
be that the company keep its business activity in the ZES con-
cerned for a five-year period after completion of the investment
and that the company may not be in liquidation or the process
of dissolution.93 A business opening in a ZES will benefit from
a 50% reduction in income tax, beginning with the tax year in
which the business is established and continuing for the next
six tax years, provided the businesses remains in the ZES for
at least 10 years and maintains the employment created for the
same length of time.94

g. Simplified Logistic Zones

DPCM No. 40, issued March 4, 2024, regulating Simpli-
fied Logistics Zones (SLZs), was introduced to promote in-
vestment, industrial growth and efficiency in the transportation
sector pursuant to guidelines created by the European Union.
Businesses operating in geographic areas designated as SLZs
will have access to streamlined bureaucratic and authorization
procedures that allow a single authorization to be obtained for
economic, industrial, production and logistics activities. Such
businesses will be able to submit an application for authoriza-
tion to the relevant region’s one-stop shop for employment, or,
pending the establishment of such a one-stop shop, to the terri-
torially competent one-stop shop for production activities. This

88 It should be noted that businesses operating in warehousing and trans-
portation support sectors are eligible for the tax credit.

89 Decree No. 124, Sept. 9, 2023, Art. 16(3), as converted into law by Law
No. 162, 2023.

90 Law No. 199, Dec. 30, 2025, Art. 1 (448–449).
91 Law No. 199, Dec. 30, 2025, Art. 1 (449).
92 Decree No. 124, September 9, 2023, Arts. 12–13, as converted into law

by Law No. 162, 2023.
93 DL No. 91, June 6, 2017, Art. 7, as converted into law, by Law No. 123,

August 2017.
94 Law No. 178, December 30, 2020, Art. 1(173)–(174).

should reduce the time and bureaucracy involved in launching
new business initiatives or expanding existing ones, while en-
suring compliance with current environmental regulations.

SLZs will be located exclusively in Italy’s Center-North
regions95 and will have an initial duration of seven years, with
the possibility of renewal for up to another seven years.96 A re-
gion may have only one SLZ and must already have a Port Area
or Port System Authority to be eligible to have an SLZ. An SLZ
will comprise ports, backport areas, logistics platforms and in-
terports.

The size of SLZs will be limited to ensure their effective
management and development, as well as their concentration
in strategic areas without excessive dispersion of resources and
activities.

Where a number of Port System Authorities fall within the
same region or ports of call located in different regions are in-
volved, it is possible to establish multiple SLZs.97 Interested re-
gions may jointly apply for the establishment of an interregion-
al SLZ, provided at least one of them has a Port Area. The total
area allocated for SLZs in the regions involved may not exceed
the limit set for each region. In addition, a region without a Port
Area may apply to be associated with an already established
SLZ, again subject to the defined size constraints. In addition,
arrangements for interregional cooperation within interregional
SLZs must be established by the regions involved to ensure the
effective coordination of activities and sharing of resources and
economic and logistical development goals.

SLZs must comply with the specific provisions established
for the “Port and Backport of Genoa” SLZ, so that there is con-
sistency and uniformity in the application of regulations and
strategic development measures. Interregional SLZs must com-
ply with the same principles and requirements as SLZs estab-
lished within individual regions, ensuring effective and harmo-
nious cooperation among the regions involved.

Customs Free Zones (CFZs) may also be established with-
in SLZs to facilitate international trade. CFZs represent areas
within the customs territory of the European Union where
goods from third countries can be stored without customs du-
ties having to be paid. These zones allow temporary handling
and processing operations to be carried out on goods that can
then be imported, re-exported or subjected to other customs
procedures. CFZs may also include areas that are not directly
adjacent to port areas. These are defined spaces supervised by
the customs authorities, but where procedures are simplified to
facilitate business activities.

Decree Law No. 60 of May 7, 2024, introduced a tax credit
on investments in eligible assets within these SLZs initially that
were made between May 8, 2024 to November 15, 2024. The
law which converted this decree into law extended the period to
include investments acquired between January 1, 2025 to No-
vember 15, 2025.98 Eligible investments include plant and ma-
chinery, equipment, land (up to 50% of the total investment

95 The Italian National Institute of Statistics defines these regions as Pied-
mont, Aosta, Liguria and Lombardy, Trentino-Alto Adige, Veneto, Friuli-
Venezia Giulia and Emilia-Romagna.

96 DPCM No. 40, March 4, 2024, Art. 7(2).
97 DPCM No. 40, March 4, 2024, Art. 4.
98 Decree Law No. 60 of May 7, 2024, Art. 13, as amended by Law. No.

202 of Dec. 27, 2024, Art. 3 (14-octies).
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value), and the acquisition, construction or expansion of re-
al estate instrumental to the investment. The amount invested
must be between 200,000 and 100 million euros. This tax cred-
it has been extended to investments made between January 1,
2026 and December 31, 2028. The eligible expenses will be
capped at 100 million euros.99

The tax credit provides for rates ranging from 10% to 35%
depending on the size of the company and the area of refer-
ence. The amount of credit that can be used is equal to the cred-
it claimed multiplied by a percentage set by a provision of the
agency to be issued within 10 days of the deadline for report-
ing. If the total credits claimed do not exceed the spending lim-
it, this percentage will be 100%.

The tax credit can be used as an offset of tax for the year
the investment was made. The special tax code of “6859” was
created to be used for this purpose via the F24 form, which
must be submitted through the telematic services of the Italian
Tax Agency.

h. Flat Tax for Foreign Retirees in the Mezzogiorno

The 2019 Budget Law enacted a flat tax on the pensions
of retirees who transfer their residence to a municipality of no
more than 20,000 residents in either Sicily, Calabria, Sardinia,
Campagnia, Basilicata, Abruzzo, Molise or Puglia, provided
they were not resident in Italy for tax purposes in the last five
tax years, and who move from a country with which Italy has
an Administrative Cooperation agreement. To take advantage
of the flat tax of 7%, the taxpayer must opt for it in their first
Italian income tax return that is filed after taking up residency.
Once the option has been exercised, all of the foreign income
of the taxpayer, including dividends, interest and capital gains,
will be taxed at the 7% rate. The option is valid for nine years
and may be revoked by the taxpayer, even before the nine-year
period has expired.100 These taxpayers also will not have to re-
port their investments held abroad on the RW schedule in their
tax returns.

Retirees who only receive “pension benefits” from invest-
ment policies, such as unit-linked policies, are not eligible for
this benefit.

3. Other Incentives

a. Hiring Incentives Available Throughout Italy

Italy has also adopted numerous incentives to encourage
investment and employment throughout the country, such as
the following:

(i) Exemption of production bonuses from annual income:
Production bonuses up to the amount of 3,000 euros are
subject to 10% (5% for the tax years 2023 and 2024, as
per the 2023 and 2024 Budget Laws and further extend-
ed by the 2025 Budget Law through to tax year 2027)
withholding and are exempt from personal income tax (IR-
PEF). The 2026 Budget increased the limit of 3,000 eu-
ros to 5,000 euros for bonuses paid in 2026 and 2027 and
will be subject to 1% withholding.101 Previous legislation

99 Law No. 199, Dec. 30, 2025, Art. 1 (444–447).
100 Law No. 145, Dec. 30, 2018, Art. 1 (273)–(274).
101 Law No. 199, Dec. 30, 2025 Art. 1(8)–(9).

had provided that for those employees who earmark their
production bonus for contribution to employee benefit pro-
grams available in the company, the amount of the exempt
bonus that could be granted was 4,000 euros, but with the
raising of the cap this provision no longer applies. How-
ever, if the employee chooses to forego the cash and ear-
marks bonus for employee benefit programs it will be tax-
free and exempt from social security contributions up to
the full 5,000 euros. These provisions apply only to those
employees with an annual income that does not exceed
80,000 euros.102 While these bonuses are taxed separately
at 1%, they are now included in the total income calcu-
lation solely for the purpose of determining eligibility for
other personal tax reductions, such as those for dependent
family members so that a taxpayer with a high total in-
come due in part to a large bonus does not unfairly bene-
fit from social or family deductions reserved for lower-in-
come brackets.103

(ii) Hiring of parents under 35: In 2007, a fund to encour-
age employment among young parents aged 35 and under
was established. However, the funding could not be ac-
cessed until the National Social Security Institute (Istituto
Nazionale Per la Previdenza Sociale or INPS) set up a data
bank in which these individuals could register, which be-
came operative as of September 14, 2011. Thus, provided
certain conditions are met, employers who hire from the
data bank will receive a 5,000 euros “hiring bonus.” An
employer can hire up to five employees in this manner and
the bonus is available until the fund is exhausted.

(iii) Forgiveness of social charges for hires between 16 and
29 years of age: Employers hiring individuals between 16
and 29 years of age, who meet certain criteria, will have
their portion of social charges forgiven up to a maximum
of 8,060 euros per worker for a permanent hire and up to a
maximum of 4,030 euros for a fixed-term hire.

(iv) Forgiveness of social charges for hiring unemployed
workers: Social security contributions up to 8,060 euros
per year are forgiven for those employers hiring with per-
manent contracts or who convert project contracts to per-
manent contracts. This incentive may be used by an em-
ployer when hiring an individual who, during the six
months prior to being hired, did not have a permanent em-
ployment contract.104

(v) Forgiveness of social charges for hires of student work-
ers: Employers that hire their student interns or apprentices
on a permanent contract will have the health portion of the
social charges forgiven up to a maximum of 3,250 euros
per year for a period of 36 months.105

(vi) Solidarity contracts: These contracts grant a reduction
in the costs of labor where, rather than terminating em-
ployees, an employer reduces the hours or salaries of cer-
tain employees to hire additional employees. For the new
hires, the employer will receive from INPS a contribution

102 Law No. 232, Dec. 11, 2016.
103 D.Lgs No. 192, Dec. 18, 2025, Art. 1(1), amending TU Art. 12 (4-ter).
104 D. Lgs. No. 23, March 4, 2015.
105 Law No. 183, Nov. 12, 2011, Art. 22(1).
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of 15% of the employee’s gross salary for the first 12
months; 10% up to 24 months; and 5% up to the 36th
month of employment, or the employer may elect to pay
social contributions at a reduced rate of 10%.106

(vii) Apprentices hired by small businesses: Employers
with fewer than nine employees who took on apprentices
as of January 1, 2012, through December 31, 2016, will
owe no social security or mandatory accident insurance
contributions (i.e., no INPS or INAIL) for the first three
years of the apprentice’s contract.107

(viii) Training and re-entry contracts for women: Expand-
ed use of fixed-term contracts for training, or re-entry into
the work force, in order to hire women in areas of Italy
where the rate of female employment is 20% lower than
male employment or female unemployment is 10% higher
than male unemployment, regardless of whether the areas
have been defined as economically disadvantaged, benefit
from lower social security contributions. The Ministry of
Labor is to identify those areas by December 31 of each
year. Women of any age who have been unemployed for
at least six months may be hired with these types of con-
tracts and the employer will be able to take advantage of
a reduction in social security contributions to be paid for
women hired with these fixed-term contracts.108

(ix) Hiring workers over the age of 50: Those employers
who hire, with permanent contracts, workers over 50 years
of age who have been unemployed for more than 12
months will receive a 50% reduction in the employer’s
portion of social charges for a period of 18 months. Em-
ployers who hire such workers on a fixed-term contract
will receive the 50% reduction, but only for a period of 12
months.109

(x) Hiring of disabled workers: As of January 1, 2016,
employers that provide permanent contracts to (I) workers
with a diminished work capacity of more than 79% or
certain defined disabilities; (II) workers with diminished
work capacity between 67% and 79% or certain defined
disabilities; or (III) workers with a mental or psychologi-
cal disability in excess of 45%, or in the case of workers
with mental or psychological disabilities with a term con-
tract for a period of at least one year, are eligible for a gov-
ernment contribution to the salaries of these workers, upon
application to INPS, as follows:

Category (I): 70% of the worker’s salary for a period of
36 months;

Category (II): 35% of the worker’s salary for a period
of 36 months;

Category (III): 70% of the worker’s salary for a period
of 60 months.110

106 D. Lgs. No. 81, June 15, 2015, Art. 51.
107 Law No. 232, Dec. 11, 2014, Art. 1 (308)–(310).
108 Law No. 183, Nov. 12, 2011, Art. 22(3).
109 Law No. 92, June 28, 2012, Art. 4 (8)–(10).
110 D. Lgs, No. 151, Sept. 14, 2015, Art. 10.

(xi) Hiring workers under the age of 35 (30 years of age as
of January 1, 2019): As of January 1, 2018, and continuing
through to December 31, 2020, employers that hire indi-
viduals under the age of 35 with permanent employment
contracts, as opposed to fixed-term contracts, are exempt
from 50%111 of social contributions for a period of three
years up to the maximum amount of 3,000 euros per year.
Only employers who have not terminated any employees
in the six-month period prior to the hiring and who are up
to date in the payment of their employee contributions are
eligible for this incentive.112

(xii) As of July 1, 2025, companies hiring researchers on a
permanent basis are entitled to a tax credit of 10,000 euros
for each researcher hired.113

(xiii) Exclusion of 90% of income from taxation for a
four-year period for researchers and professors who be-
come residents of Italy and who had previously been per-
manent residents abroad where they carried out document-
ed research or taught at a university for at least two con-
secutive years prior to coming to Italy to teach or carry out
research.114

(xiv) Exclusion of 50% income from taxation for workers
who move to Italy (referred to as the “impatriati” regime)
for a period of five tax years. This benefit is available
to EU citizens and individuals from countries that have a
double taxation agreement or an agreement on exchange
of information with Italy. For those taking on managerial
roles, they must not have been a resident of Italy in the
preceding five tax periods before moving to Italy and must
commit to stay a minimum of two years in Italy. For other
workers, the benefit is available if they hold a university
degree and have worked or studied abroad (and obtained
an academic qualification during that period of study) for
a period of 24 months.115 As of January 1, 2020, the impati-
rati regime was modified enabling workers returning to
Italy or arriving in Italy for the first time, may, for a five-
year period, to exclude 70% of their employment and self-
employment income from Italian taxation. The income ex-
clusion increases to 90% if the individual takes up residen-
cy in the regions of Abruzzo, Molise, Campania, Apulia,
Basilicata, Calabria, Sardinia or Sicily. The regime may be
extended for a further period of five years if certain con-
ditions are fulfilled. If extended, 50% of the Italian-source
income of such workers will be subject to tax (10% in the
case of workers with at least three children under 18 years
old or otherwise dependent). As of January 1, 2024, the
impatriati regime has been further modified to provide that

111 DL No. 87, July 12, 2018, Art. 1-bis.
112 In 2013, the Italian government enacted legislation to encourage em-

ployment by providing an incentive by way of forgiveness of payment of social
security contributions for employers hiring on permanent contracts, between
July 14, 2013, and June 30, 2015, individuals between 18 and 29 years of age,
who met certain criteria. The incentive was equal to a credit for social security
contributions due of up to one-third of the employee’s gross monthly salary,
but not to exceed 650 euros for a period of 18 months, or a period of 12 months
if the permanent hire contract was converted from a fixed-term contract.

113 DL No. 45, April 7, 2025, Art. 3-septies.
114 Decree Law No. 140, May 5, 2010, Art. 44.
115 D. Lgs. No. 147, Sept. 14, 2015, Art. 16.
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eligible workers who move to Italy in 2024 must not have
been tax resident in Italy for 36 months prior to their ar-
rival in Italy. They are also required to commit to main-
taining their tax residence in Italy for four years. Taxpay-
ers meeting these requirements can exclude 50% of their
income up to 600,000 euros from taxation. The exemption
increases to 60% if the individual moves to Italy with a mi-
nor child, or a child is born or adopted during the period in
which the exemption is in place.116

(xv) Exemption from social charges for hiring of women
who have been the victims of violence: Employers that
hire women who have been victims of violence with a per-
manent employment contract will be exempt from social
charges up to a maximum of 8,000 euros per year for tax
years 2024 to 2026. If the employee is hired with a fixed
term contract the exemption will only be for a maximum
of twelve months. If the fixed term contract is converted
to a permanent employment contract the employer will re-
ceive an additional six months of exemption.117

(xvi) Hiring of women with children: Beginning on Janu-
ary 1, 2024 through to December 31, 2026, employers who
hire women with three or more children have a total ex-
emption from payment of social contributions for a period
of three years up to the maximum amount of 3,000 euros
per year.118 For tax year 2024, the exemption will also be
applicable to women with two children.

(xvii) Bonus deduction for hiring with a permanent hiring
contract: Companies which were in operation in Italy
throughout 2023 and which in 2024 hire a number of em-
ployees greater than the average number hired in 2023 and
where the number of all employees hired at the end of
2024 is greater than the average hired in 2023 will be able
to deduct for IRES for purposes 120% of their labor costs
for the new hires in 2024 and in some cases up to 130% of
those hires. This deduction has been extended through to
December 31, 2027.119

(xviii) Social contribution exemption for mothers with two
or more children: employed and self-employed mothers
who have two or more children, will be exempt from pay-
ing their share of social security contributions for inva-
lidity, old age, and survivors benefits until the month of
the youngest child’s tenth birthday. Beginning in 2027,
mothers with three or more children will also be exempt
through to the month of the youngest child’s eighteenth
birthday.120

b. “One Stop Shop” for Productive Activities

To facilitate both domestic and foreign investment long
mired in bureaucracy, legislation adopted in 1998, and subse-
quently refined in 2010,121 provided for the establishment of

116 Law No. 213, Dec. 30, 2023, Art. 1 (190)–(193).
117 Law No. D. Lgs. No. 2009, Dec. 27, 2023, Art. 5.
118 Law No. 213, Dec. 30, 2023, Art. 1(180)–(182).
119 DL. No. 216, Dec. 30, 2023, Art. 4, as amended by Law No. 207, Dec.

30, 2024, Art. 1(399).
120 Law No. 207, Dec. 30, 2024, Art. 1(219).
121 DPR No. 447, Oct. 20, 1998, superseded by DPR No. 160, Sept. 7, 2010.

the “One Stop Shop for Productive Activities” (OSS or SUAP,
Sportello Unico per le Attività Produttive). Under this program,
municipalities, either individually or in association, undertake
that all matters relating to investment within their jurisdiction
are to be dealt with by a single organizational structure. Fur-
thermore, paperwork is reduced by allowing an investor to cer-
tify directly many items that formerly required a certificate
from the authorities.

c. Desk Italia

For foreign investors who are interested in making sub-
stantial investments or investments which are of strategic im-
portance “Desk Italia — Sportello Attrazione Investimenti Es-
teri” (Desk to Attract Foreign Investment) has been created
within the Ministry of Economic Development to coordinate
activities between the investor, the various agencies operating
in this sector, such as the Italian Trade Agency (Istitutio
Nazional per Il Comercio Estero or ICE) and InvItalia, and the
regions. Desk Italia has the power to call interagency meetings,
propose changes in administrative proceedings via agreements
with other public administrations, and the duty to provide an
annual report with proposals for simplifying laws and proce-
dures in force in the area of foreign investment.122

d. Other Projects to Increase Employment

An Office for Policies to Increase Employment (Ufficio
per le Politiche di Promozione Dell’occupazione), currently
part of the Coordinating Service for Employment within the of-
fice of the Prime Minister, was established to help fight unem-
ployment in the Mezzogiorno and other depressed areas,123 as
well as a Project Finance Support Unit (Unità Tecnica — Fi-
nanza di Progetto) to assist CIPE in involving the private sec-
tor in the financing, construction and operation of infrastructure
and utility services throughout Italy.124 Financial assistance to
support industrial research and technology is available through-
out Italy (i.e., not only in depressed areas) for private industry
and research institutes in the form of grants, low-interest loans,
concessionary interest contributions, tax credits (including a
tax credit for those companies that entrust their research and de-
velopment to universities and public research institutes),125 and
a tax “bonus” in the form of a reduction of taxes and social con-
tributions paid.126

e. Penalties for Companies Who Transfer Production
Outside of Italy

D.L. No. 87 of July 12, 2018, provides that companies that
have received state assistance from Italy to invest in their pro-
ductive activities and that subsequently transfer their produc-
tion from Italy to a country outside of the European Union or
the European Economic Area within five years of the end of the
assistance, will forfeit the amount granted. In addition, these
companies will also be subject to a fine of two to four times the
amount of the assistance received plus interest starting from the

122 DL No. 179, Oct. 18, 2012, Art. 35.
123 DPCM July 23, 2002, Art. 13.
124 Law No. 144, May 17, 1999, Art. 7; DM No. 162, May 23, 2003.
125 DL No. 145, Dec. 23, 2013, Art. 3.
126 D. Lgs. No. 297, July 27, 1999.
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date the assistance was used or received increased by a further
5%.127

f. Research and Development Incentives

With Law No. 111 of August 9, 2023, having proposed the
implementation of a dual corporate income tax system and the
express provision in Article 9 to revise and simplify tax incen-
tives, it is likely that current tax incentives, such as the one for
research and development (R&D), as well as other similar in-
centives and tax credits discussed in this section, will gradually
be replaced.

Businesses engaged in certain types of R&D activity be-
tween January 1, 2015, and December 31, 2019, are eligible
for an annual tax credit of 25% (previously 50%) of the costs
that exceeded the average costs of the same investment under-
taken in the prior three tax years as of the tax year underway
on December 31, 2015. The annual tax credit of 50% remains
available only for expenses related to personnel employed for
R&D activity and research contracts undertaken with universi-
ties, research institutions, and innovative start-ups.128 The credit
reference calculation remains unchanged for the five years that
the credit is available. As of January 1, 2019, the R&D expense
must be at least 30,000 euros and the total amount of the credit
that a business can take in a tax year was capped at 10 million
euros.129

From January 1, 2015 through December 31, 2019, R&D
projects available for the credit were broadly defined as fol-
lows:

(i) Experimental or theoretical work to acquire new
knowledge of phenomena even though it might not lead to
any concrete application or commercial use;

(ii) Planned research or critical studies to create new prod-
ucts, processes or services or to improve current processes
and services; and

(iii) Acquiring, combining, structuring or using current
scientific, technological and commercial knowledge and
capabilities to produce plans, projects, or designs for new
products, processes or services, or the modification or im-
provement of such products, processes and services. How-
ever, the credit is not available if the acquisition was from
a company that was controlled by, connected to, or that
controlled130 the company making the acquisition.131

Permissible research costs included the following:

(i) Highly qualified personnel;

127 DL No. 87, July 12, 2018, Art. 5(3).
128 L. 145, Dec. 30, 2019, Art. 1 (70)–(72).
129 As from January 1, 2017, the total amount for the credit was capped at

20 million euros per year (previously 5 million euros through December 31,
2016).

130 Civil Code Article 2359 defines controlled companies as those compa-
nies in which a company: (i) has a majority of the exercisable votes; (ii) has
sufficient votes to exercise a dominant influence at an ordinary meeting; or
(iii) exerts a dominant influence due to contractual ties. An affiliated company
is defined as one in which another company exercises considerable influence.
The presumption of influence exists when one-fifth of the shares of a privately-
owned company, or one-tenth of the shares of a publicly-traded company can
be exercised by the same company at an ordinary meeting.

131 DL No. 87, July 12, 2018, Art.8.

(ii) Depreciation; and

(iii) Research contracts with universities and research in-
stitutes and innovative start-up companies.
The 2020 Budget Law changed and broadened the R&D

incentives. Through December 31, 2019, the incentives only
facilitated basic industrial research and experimental develop-
ment activities, as described above. As revised, the current in-
centives are available to all companies that, as of the tax period
following the one underway on December 31, 2019, invest in
the following:

(i) Basic research, industrial research and experimental de-
velopment in the scientific or technological field;

(ii) Technological innovation for developing new or sub-
stantially improved products or processes, that are tangible
or intangible assets, services or processes that differ with
respect to technological characteristics, eco-compatibility
or ergonomics from those already made or used by the
company;

(iii) Design and esthetic innovation R&D by companies in
the textile and fashion, footwear, eyewear, goldsmith, fur-
niture and furnishing, and ceramic sectors, for the devising
and realizing new products and samples.
The new credit applies at the following rates, depending

on the type of activity undertaken:

— With respect to (i), above, at the rate of 12% for ex-
penses related to R&D up to a maximum of 3 million eu-
ros;

— With respect to (ii), above, at the rate of 6% for expens-
es related to technological innovation for developing new
or substantially improved products or processes; the rate
is increased to 10% for R&D of technological innovations
that focus on creating new or improved products or pro-
duction processes to meet a green economy transition goal
or digital innovation. In both these instances, the tax credit
is capped at a maximum of 1.5 million euros;

— With respect to (iii), above, at the rate of 6% for R&D
expenses related to design and esthetic innovation.
The types of eligible research costs remain unchanged as

under the previous legislation, but the tax credit is now to be
taken over a three-year period, in equal amounts.132

The 2022 Budget Law further extended this tax credit.133

The credit now applies at the following rates, depending on the
type of R&D activity undertaken:

— With respect to (i), above, the rate remains 20% in 2022
up to a maximum of 4 million euros and then falls to 10%
in 2023 through 2031 up to a maximum of 5 million euros.

— With respect to (ii), above, the rate is 10% for expenses
related to technological innovation for developing new or
substantially improved products or processes and remains
unchanged through 2023, although the cap has been in-
creased to 2 million euros. However, for 2024 through
2025, the rate will be reduced to 5%.

132 Law No. 160, Dec. 27, 2019, Art. 1 (198)–(209).
133 Law No. 234, Dec. 21, 2021, Art. 1 (45).
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The 15% rate will now apply to R&D expenses for techno-
logical innovations that focus on creating new or improved
products or production processes with respect to a green
economy transition goal or digital innovation. In these in-
stances, the tax credit is capped at 2 million euros through
2022. In 2023, the rate will be 10% with the cap increased
to 4 million euros, and in 2024 through 2025, the rate will
be reduced to 5%.

— With respect to (iii), above, the rate is 10% through
2023 with a cap of 2 million euros for R&D expenses re-
lated to design and esthetic innovation. In 2024 through
2025, the rate will be 5% with a cap of 2 million euros.

g. Bureaucracy-Free Zones

Italy has also implemented “bureaucracy-free zones” to re-
duce red tape in connection with the opening of new business-
es and along certain areas of its coast lines, to encourage the
development of tourism. In these special zones, permits and
licenses are to be granted within 30 days of application and,
should the authorities fail to issue the permit or license within
that period, or fail to advise the applicant of any problems with
the application, such silence is to be interpreted as meaning that
the application has been approved.134

h. Innovative Start-ups

To stimulate growth, technological development and em-
ployment opportunities, Decree Law No. 179 of October 18,
2012, popularly referred to as the “Decreto Crescita 2.0”
(Growth Decree 2.0), put in place framework legislation for
start-up companies.

A company incorporated under Italian law, or a European
company (Societas Europaea) that is resident in Italy for tax
purposes will qualify for such designation if:

(i) The company is unlisted;

(ii) It has not been in existence for more than 60 months;

(iii) Its principal place of business or interests are in Italy;

(iv) It does not distribute profits;

(v) Beginning with its second fiscal year, its turnover does
not exceed 5 million euros;

(vi) Its corporate purpose is exclusively to develop, pro-
duce and sell innovative products and services with a high
technological value; and

(vii) The company was not created by a merger or split-off,
or pursuant to the sale of a business or branch of a busi-
ness.135

In addition, the company must meet one of the following
requirements:

(i) Its R&D costs are equal to or greater than 15% (lowered
from 20% in the original formulation of the requirements)

134 DL No. 78, May 31, 2010, as amended by Art. 43, Law No. 122, July
30, 2010; DL No. 70, May 13, 2011, as repealed and replaced by Art. 37-bis,
DL No. 179, October 18, 2012.

135 DL No. 179, Oct. 18, 2012, Art. 25, (2), (a)–(g), as amended by Law
No. 221, Dec. 17, 2012, which converted it into permanent law, and as further
amended by Arts. (9), (16), (a)–(c), DL No. 76, June 28, 2013.

of the greater value between total costs and the total value
of production;

(ii) One-third of its employees or consultants must be
“highly qualified,” holding either a PhD or be a PhD can-
didate and have engaged in research in the last three years,
or have a university degree with at least three years of re-
search experience or at least two-thirds of its work force is
to be composed of individuals with a masters’ degree (lau-
rea magistrale); or

(iii) If the licensee holds or has filed an industrial patent
for an industrial, biotechnological invention, semi-conduc-
tor topography or new plant variety, or is the owner of
original software registered with the Italian copyright or-
ganization (SIAE) directly related to its corporate purpose
and activities.136

Qualifying start-ups will be exempt from certain incorpo-
ration and registration costs.

Directors, employees, and contractors who are granted
shares or quotas in the start-up as remuneration need not con-
sider those financial instruments as income for income taxation
or social security purposes.137 Term employment contracts are
generally allowed in these companies for periods ranging from
six to 36 months, and for periods of less than six months or
longer than 36 months provided certain conditions are met.138

Tax incentives are available for investors of start-ups. For
tax years 2013 to 2015, individuals investing directly or
through collective investment schemes could take a tax credit
of 19% of the amount invested up to a maximum of 500,000
euros per tax year, provided that the investment was maintained
for at least two years.139

Companies investing in start-ups may deduct 20% or 27%,
depending on the type of start-up, up to a maximum per tax year
of 1.8 million euros, provided that the company maintains its
investment for two years.140

For investments made in start-ups as of the 2020 tax year,
a tax credit of 50%, up to a maximum of 100,000 euros, includ-
ing with respect to de minimis investments, is available. To be
eligible for the tax credit, the investment must be maintained
for a minimum of at least three years.141 For tax year 2019, a tax
credit of 40% of the amount invested up to 1 million euros is
available to individual investors in start-ups, provided that the
investment is for a period of three years.

Companies are allowed a deduction from income of 50%
up to a maximum of 1.8 million euros, provided that the com-
pany wholly owns the start-up and maintains that investment
for three years.142

Furthermore, as of tax year 2017, the tax incentives pro-
vided for innovative start-ups have been extended to all innov-
ative small and medium business.

136 DL No. 179, Art. 25, (h), (1)–(3), as amended by Arts. (9), (16), (a)–(c),
DL No. 76, June 28, 2013.

137 DL No. 179, Art. 27.
138 DL No. 179, Art. 28.
139 DL No. 179, Art. 29, (1), (3).
140 DL No. 179, Art. 29, (4)–(5), (7).
141 DL No. 179, Art. 29-bis.
142 Law No. 232, Dec. 11, 2016, as amended by Law No. 145, Dec. 30,

2018, Art. 1 (218).
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i. Small and Medium Businesses

(1) Guarantee Fund

A Guarantee Fund for Small and Medium Businesses
(Fondo di Garanzia per Piccole e Medie Imprese) was created
within the Ministry for Economic Development and managed
by Medio Credito Centrale SpA for the purpose of encouraging
access to financing for small and medium sized businesses, by
providing a public guarantee on financing given by banks, leas-
ing companies and other financial intermediaries to these com-
panies. The guarantee is applied for by the institution that is
granting the financing. The granting of the guarantee is at no
risk to the financial institution as in the event that the company
receiving the financing becomes insolvent, the Fund will reim-
burse the financial institution. Should the Fund be depleted, the
government will directly reimburse the financial institution.

The Fund may issue direct guarantees, counter guarantees
and co-guarantees. In certain instances, direct guarantees may
cover up to 80% of up to a maximum amount of 2.5 million
euros. As a response to the COVID-19 pandemic, the cap has
been temporarily increased to 5 million euros.

(2) New Machinery, Equipment and Building
Environmental Systems

Financing incentives have been enacted to allow small
and medium sized businesses to purchase or lease machinery,
equipment, building environmental systems as well as comput-
er hardware, digital technology and software. The financing
granted by a participating financial institution is available at
subsidized rates for investments made by a business ranging
between 20,000 euros and 4 million euros through financing
contracts that last up to five years. Financing can cover up to
100% of “qualifying costs,” which are to be defined by a de-
cree of the Ministry of Business and Made in Italy (formerly
Economic Development). Financial institutions can make use
of the Guarantee Fund for Small and Medium Businesses to
cover up to 80% of the financing granted to a business.143 The
Budget Law for 2026 increased the expenditure limits for this
measure by 200 million euros for 2026 and 450 million euros
for 2027. This new allocation of 650 million euros ensures the
continuity of the subsidy for investments made through 2029.
Furthermore, to help businesses accelerate digital transforma-
tion, the law reintroduces hyper-depreciation of up to 180% for
Industry 4.0 assets.144

(3) Micro, Small and Medium Businesses

The government has transitioned from COVID-19 emer-
gency aid to structural support for innovation and sustainabili-
ty, including the following:

(i) Free-of-charge guarantees from the Guarantee Fund
for Small and Medium Businesses for various forms of
financing, specifically targeting green and digital transi-
tions;

143 DL No. 69, June 21, 2013, Art. 2.
144 Law No. 178, Dec. 30, 2020, Art. 1 (95)–(96), (248) as amended by Law

No. 199, Dec. 30, 2025, Art. 1 (427)–(436), (468).

(ii) Extension of eligibility for such guarantees to small
and medium-sized businesses to ensure continued liquidi-
ty;

(iii) Maximum amount guaranteed per company main-
tained at five million euros to provide support to large-
scale industrial upgrades;

(iv) Direct guarantees optimized to support long term in-
vestments exceeding 72 months in strategic sectors;

(v) Simplification of disbursement, allowing for a single
lump-sum payment of loans up to 200,000 euros.
The assistance was initially set to expire during the course

of 2020 but was structurally integrated into the National Re-
covery and Resilience Plan (PNRR) and subsequent Budget
Laws. The Budget Law of 2026 extended the refinancing and
operational deadlines for the purchase of new machinery and
equipment (see above) and the Guarantee Fund to December
31, 2029.145

(4) Tax Credit for Recapitalization

For companies with revenue between 5 million euros and
50 million euros, the government has introduced a 20% tax
credit for recapitalization and a tax credit of 50% for capital
losses (exceeding 10% of equity). To be eligible for these tax
credits, a company must have experienced a 33% drop in rev-
enue compared to the prior year and must have approved a cap-
ital increase of at least 250,000 euros by June 31, 2021. The
company must also be current with social security contribu-
tions and tax payments and, as of December 31, 2019, must
not be within the category of an “undertaking in difficulty” as
defined by Article 2 (18) of Commission Regulation (EU) no.
651/2014 of June 17, 2014.146

j. Patent Box

The Patent Box incentive is an option that, when exer-
cised, provides a five-year tax exemption for businesses en-
gaged in R&D that own or have granted a license to exploit in-
tellectual property. The Patent Box incentive was repealed and
replaced with a cost-based R&D incentive. For further discus-
sion, see V.C.5., below.

k. Tax Credit for Employee Training in Technology

Businesses that provide employee training in technology
included in the National Industrial Plan (Industria 4.0) are el-
igible for tax incentives. The traditional 4.0 tax credit was as
follows:147

• Small businesses: 50% up to a maximum of 250,000 eu-
ros;

• Medium size businesses: 40% up to a maximum of
250,000 euros;

• Large businesses: 30% up to a maximum of 250,000 eu-
ros.

145 Law No. 178, Dec. 30, 2020, Art. 1 (216)–(218) as extended by Law
No. 199, Dec. 30, 2025, Art. 1 (468).

146 Law No. 178, Dec. 30, 2020, Art. 1 (263)–(264).
147 Law No. 145, Dec. 30, 2018, Art. 1 (78)–(81).
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While these traditional credits were absorbed by newer
frameworks, incentives remain available for training linked to
energy-saving digital transformation projects. The 60% tax
credit for companies providing training to employees who are
considered disadvantaged or very disadvantaged, enacted by
the 2020 Budget Law and the Decree of the Ministry of Labor
and Social Policies issued on October 17, 2017, remains a key
provision for eligible companies.

Technology training that qualifies for the tax credit in-
cludes big data, data analysis, cloud and fog computing, cyber
security, cyber physical systems, rapid prototyping, display
systems and augmented reality, advanced and collaborative ro-
botics, interface between humans and machines, the internet
of things and machines, and digital integration of business
processes.148 Under the current Transition 5.0 framework, these
training activities must also support the company’s energy effi-
ciency goals.

The 2026 Budget Law introduced a new hyper-deprecia-
tion regime for investments in digital and energy-saving tech-
nology between January 1, 2026, and September 30, 2028. This
measure replaces the previous tax credit system by allowing
companies to increase the deductible acquisition cost of eligi-
ble assets for income tax purposes. The percentage of the cost
increase depends on the total amount of investment, as shown
below.149

Hyper-depreciation Rate Investment Amount (euros)

180% of the acquisition cost Up to 2.5 million

100% of the acquisition cost Between 2.5 and 10 million

50% of the acquisition cost Between 10 and 20 million

l. Tax Credits for Newspaper Publishers

In response to the significant increase in the cost of paper,
which hit the publishing sector particularly hard as the sector
was already in economic distress as a result of the COVID-19
pandemic and the war in Ukraine, the 2024 Budget Law provid-
ed that, for tax years 2024 and 2025, a 30% tax credit would be
available for the purchase of print paper.150 This represents the
restoration of an earlier, 10%, credit initially granted in tax year
2020 and in place for tax years 2022 and 2023. The earlier cred-
it was reported to the European Commission as state aid and
approved by the Commission. Italy has also notified the Com-
mission of the amended credit, which has also been approved.151

To be eligible for the credit, a publisher must:

(i) Be registered in the Registry of Communication Pro-
fessionals (Registro degli Operatori di Communicazione,
ROC);

148 Law No. 205, Dec. 27, 2017, Art. 1 (46)–(56).
149 Law No. 199, Dec. 30, 2025, Art. 1 (427)–(436).
150 Law No. 213, Dec. 30, 2023, Art. 1 (319).
151 SA113437; SA 112885.

(ii) Have its legal headquarters in the European Union or
the European Economic Area;

(iii) Be tax resident in Italy or have a branch in Italy; and

(iv) Have a newspaper or magazine publishing business
code.

m. Fast Track Investor Visa and Flat Tax

To encourage immigration into Italy of certain high net
worth individuals willing to provide much needed investment
capital, the 2017 Budget Law enacted two initiatives:

(i) Fast track investor visa.

(ii) Flat tax on income produced outside of Italy.
The fast-track visa (also known as the Golden Visa) is an

immigration provision that allows wealthy foreign investors to
receive a two-year residence visa within three months of their
arrival in Italy. The investor may not be an EU citizen and must
either acquire at least 2 million euros in Italian state bonds, in-
vest at least 500,000 euros in an Italian company or invest at
least 250,000 euros in an Italian innovative start-up company.

The investment is to be maintained for a minimum two-
year period.

Alternatively, the visa will also be available if the investor
makes a charitable donation in the minimum amount of 1 mil-
lion euros to a project of public interest in the arts, education,
immigration management, scientific research, or the restoration
of cultural or environmental assets.

The flat tax provision is available not only to these high-
net-worth non-EU citizen investors, but to EU citizens who
choose to make Italy their principal place of residence. Individ-
uals who opt for this mode of taxation within the first tax pe-
riod in which they take up residence in Italy as of January 1,
2026 will be subject to a flat tax of 300,000 euros on all income
derived outside Italy, with an additional 50,000 euros payable
for each family member152 who also takes up residence in Italy,
rather than ordinary IRPEF taxation.153 This option is available
to individuals who have not been resident in Italy for nine out
of the 10 past calendar years and, once exercised, applies for a
minimum period of nine years and a maximum of 15 years.

IVAFE and IVIE taxation (i.e., on foreign investments and
real property) will not be applied and the Italian foreign ac-
count reporting requirements will be waived for the period dur-
ing which the option is in place. Foreign taxes paid on the in-
come produced outside Italy cannot be used to offset the flat
tax.154

152 The family members who may take advantage of this option are defined
by Civil Code Article 433 and include: the spouse, children and their spouses,
parents, grandparents, and brothers and sisters of the high net worth individual.

153 DPR No. 917 of Dec. 22, 1986, Art. 24-bis, added by Law No. Law No.
232, of Dec. 11, 2016, Art. 1 (152); Law No. 199, Dec. 20, 2025, Art. 1 (25).
For those taxpayers that established residency in Italy before 2026, they will be
grandfathered in at the original rate. For taxpayers that became residents prior
to August 10, 2024, they will continue paying 100,000 euros. Those that be-
came resident in the period of August 10, 2024 to December 31, 2025, will con-
tinue to be subject to the 200,000 euros flat tax.

154 Law No. 232, of Dec. 11, 2016, Art. 1 (153).
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n. Tax Credit for Recycled Products

A tax credit in the amount of 36% up to a maximum
amount of 20,000 euros was enacted in the 2019 Budget Law
for companies that purchase in tax years 2019 and 2020 recy-
cled, biodegradable products, and packaging or such products
or packaging that can be used as compost.155

The 2020 Budget Law enacted an additional tax credit for
companies that between January 1, 2020 and December 31,
2020, incur costs to make technical adjustments to produce
biodegradable and compostable materials. The amount of the
tax credit is 10% up to a maximum of 20,000 euros per com-
pany.156 The tax credit is to be taken in the company’s returns
filed in 2020 and 2021. The tax credit is also valid for purposes
of IRAP.

o. Tax Credits for Increased Energy and Gas Costs

In response to the rapidly rising cost of energy during the
course of 2022, Italy enacted tax measures to alleviate the im-
pact on those businesses hardest hit. The measures are in the
form of tax credits to be used by either December 31, 2022, or

155 Law No. 145, Dec. 30, 2018, Art. 1 (73)–(77).
156 Law No. 160, Dec. 27, 2019, Art. 1 (653)–(654).

March 31, 2023 (applicable deadlines outlined in the tables be-
low). Eligible businesses are:

• Energy intensive businesses;

• Businesses that have electricity meters with available
wattage of ≥ 16.5 kilowatts or 4.5 kilowatts (applicable ca-
pacity outlined in tables below);

• Gas intensive businesses; and

• Businesses that purchase natural gas for uses other than
heating.
The tax credits may be offset when making the business’s

tax payments. The tax credits may also be assigned by the busi-
ness to a third party, such as a bank, companies belonging to a
banking group, or insurance companies authorized to do busi-
ness in Italy. A notice must be provided to the Italian tax au-
thority of the assignment, accompanied by a formal statement
of compliance (visto di conformità), prepared by an authorized
tax professional attesting to the underlying expenses giving rise
to the tax credit.

The table below illustrates eligibility of a business for such
tax credits, as enacted by Decree Law No. 50 of May 17, 2022:

Amount of Increase Period of Reference Amount of Tax Credit Deadline to Claim

ENERGY INTENSIVE BUSINESSES

>30% average cost of electric-
ity per kWh after deductions
and contributions

Q4 2021 vs. Q4 2019 20% of energy costs incurred
in Q1 2021

December 31, 2022

> 30% average cost of elec-
tricity per kWh after deduc-
tions and contributions

Q1 2022 vs. Q1 2019 FY 25% of energy costs incurred
in Q2 2022

December 31, 2022

BUSINESSES WITH ELECTRICITY METERS WITH AVAILABLE WATTAGE OF ≥ 16.5 kW

> 30% average cost of elec-
tricity per kWh after deduc-
tions and contributions

Q1 2022 vs. Q1 2019 15% of energy costs incurred
in Q2 2022

December 31, 2022

GAS INTENSIVE BUSINESSES

> 30% average price of gas on
the MI-GAS natural gas mar-
ket

Q1 2022 FY vs. Q1 2019 FY 25% of natural gas costs in-
curred in Q2 2022.

December 31, 2022

> 30% average price of gas on
the MI-GAS natural gas mar-
ket

Q4 2021 vs. Q4 2019 10% of natural gas costs in-
curred in Q1 2022

December 31, 2022

BUSINESSES PURCHASING NATURAL GAS FOR OTHER THAN HEATING PURPOSES

> 30% average price of gas on
the MI-GAS natural gas mar-
ket

Q1 2022 vs. Q1 2019 25% of natural gas costs in-
curred in Q2 2022.

December 31, 2022
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Subsequently, Decree Laws No. 115 of August 9, 2022,
and No. 144 of September 23, 2022, extended these tax credits
to cover the third and fourth quarters of 2022.

The following table sets out those measures:

Amount of Increase Period of Reference Amount of Tax Credit Deadline to Claim

ENERGY INTENSIVE BUSINESSES

>30% average cost of electric-
ity per kWh after deductions
and contributions

Q2 2022 vs. Q2 2019 25% of energy costs incurred
in Q3 of 2022

March 31, 2023

>30% average cost of electric-
ity per kWh after deductions
and contributions

Q3 2022 vs. Q3 2019 40% of energy costs incurred
in October and November
2022

March 31, 2023

BUSINESSES WITH ELECTRICITY METERS WITH AVAILABLE WATTAGE OF ≥ 16.5 kW

> 30% average cost of elec-
tricity per kWh after deduc-
tions and contributions

Q2 2022 vs. Q2 2019 15% of energy costs incurred
in Q3 2022

March 31, 2023

BUSINESSES WITH ELECTRICITY METERS WITH AVAILABLE WATTAGE OF ≥ 4.5 kW

> 30% average cost of elec-
tricity per kWh after deduc-
tions and contributions

Q3 2022 vs. Q3 2019 30% of energy costs incurred
in October and November
2022

March 31, 2023

GAS INTENSIVE BUSINESSES

> 30% average price of gas on
the MI-GAS natural gas mar-
ket

Q2 2022 vs. Q2 2019 25% of natural gas used costs
incurred in Q3 2022

March 31, 2023

> 30% average price of gas on
the MI-GAS natural gas mar-
ket

Q3 2022 vs. Q3 2019 40% of natural gas costs in-
curred in October and Novem-
ber 2022

March 31, 2023

BUSINESSES PURCHASING NATURAL GAS FOR OTHER THAN HEATING PURPOSES

> 30% average price of gas on
the MI-GAS natural gas mar-
ket

Q2 2022 vs. Q2 2019 25% of natural gas cost in-
curred in Q3 2022

March 31, 2023

> 30% average price of gas on
the MI-GAS natural gas mar-
ket

Q3 2022 vs. Q3 2019 40% of natural gas costs in-
curred in October and Novem-
ber 2022

March 31, 2023
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The 2023 Budget Law extended the tax credits for the pur-
chase of electricity and natural gas to the first quarter of 2023
as follows:

Amount of Increase Period of Reference Amount of Tax Credit Deadline to Claim

ENERGY INTENSIVE BUSINESSES

>30% average cost of electric-
ity per kWh after deductions
and contributions

Q2 2022 vs. Q2 2019 25% of energy costs incurred
in Q3 of 2022

March 31, 2023

>30% average cost of electric-
ity per kWh after deductions
and contributions

Q3 2022 vs. Q3 2019 40% of energy costs incurred
in October and November
2022

March 31, 2023

BUSINESSES WITH ELECTRICITY METERS WITH AVAILABLE WATTAGE OF ≥ 16.5 kW

> 30% average cost of elec-
tricity per kWh after deduc-
tions and contributions

Q2 2022 vs. Q2 2019 15% of energy costs incurred
in Q3 2022

March 31, 2023

BUSINESSES WITH ELECTRICITY METERS WITH AVAILABLE WATTAGE OF ≥ 4.5 kW

> 30% average cost of elec-
tricity per kWh after deduc-
tions and contributions

Q3 2022 vs. Q3 2019 30% of energy costs incurred
in October and November
2022

March 31, 2023

GAS INTENSIVE BUSINESSES

> 30% average price of gas on
the MI-GAS natural gas mar-
ket

Q2 2022 vs. Q2 2019 25% of natural gas used costs
incurred in Q3 2022

March 31, 2023

> 30% average price of gas on
the MI-GAS natural gas mar-
ket

Q3 2022 vs. Q3 2019 40% of natural gas costs in-
curred in October and Novem-
ber 2022

March 31, 2023

BUSINESSES PURCHASING NATURAL GAS FOR OTHER THAN HEATING PURPOSES

> 30% average price of gas on
the MI-GAS natural gas mar-
ket

Q2 2022 vs. Q2 2019 25% of natural gas cost in-
curred in Q3 2022

March 31, 2023

> 30% average price of gas on
the MI-GAS natural gas mar-
ket

Q3 2022 vs. Q3 2019 40% of natural gas costs in-
curred in October and Novem-
ber 2022

March 31, 2023
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The 2023 Budget Law extended the tax credits for the pur-
chase of electricity and natural gas to the first quarter of 2023
as follows:

Amount of Increase Period of Reference Amount of Tax Credit Deadline to Claim
ENERGY INTENSIVE BUSINESSES
>30% average cost of electric-
ity per kWh after deductions
and contributions

Q4 2022 vs. Q4 2019 45% of energy costs incurred
in October and November
2022

December 31, 2023

BUSINESSES WITH ELECTRICITY METERS WITH AVAILABLE WATTAGE OF ≥ 16.5 kW
Cancelled for Q1 2023 to re-
duce the effects of price in-
creases in the electricity indus-
try.
BUSINESSES WITH ELECTRICITY METERS WITH AVAILABLE WATTAGE OF ≥ 4.5 kW
> 30% average cost of elec-
tricity per kWh after deduc-
tions and contributions

Q4 2022 vs. Q4 2019 35% of energy costs incurred
in October and November
2022

December 31, 2023

GAS INTENSIVE BUSINESSES
> 30% average price of gas on
the MI-GAS natural gas mar-
ket

Q4 2022 vs. Q4 2019 45% of natural gas costs in-
curred in October and Novem-
ber 2022

December 31, 2023

p. Retention in Service

Those workers who on December 31, 2025, have met the
requirements for early retirement may choose to remain in ser-
vice and request that the portion of social security contributions
that the employer would normally pay to the Italian Social Se-
curity Institution be paid directly by the employer to them. This
payment will not count as income to the employee for income
tax purposes.157

B. Currency and Foreign Exchange

1. National Currency

The official currency of Italy is the euro. The euro replaced
the lira on January 1, 1999, at the fixed rate of exchange of one
euro = 1,936.27 lire.

2. Foreign Exchange Laws

a. In General

After World War II, Italy modified its program of ex-
change controls to address the problems of reconstruction. The
chief purpose of the post-war regulatory effort was to avert the
flight of capital and relieve other sources of pressure on the Ital-
ian monetary system.

Italy’s economic growth was helped by these restrictions
but, as a measure of the country’s improved economic position,
the most significant restrictions were removed on May 14,
1990, without any adverse impact on its currency, then the lira.

157 Law No. 207, Dec. 30, 2024, Art. 1 (161).

b. Specific Provisions

(1) Residents

While some minor restrictions remain, Italian residents are
free to enter into economic and financial relationships with for-
eigners. Residents may contract with nonresidents in Italy and
abroad. Furthermore, assets located abroad may be the subject
of transactions between residents with no authorization being
required.158

Residents can hold accounts in any currency with any bank
in Italy or abroad. However, receipts or transfers of foreign cur-
rency, euros, or virtual currency in excess of 5,000 euros (this
is the ceiling provided for in the 2023 Budget, which, as of the
time of writing had been approved by the Government, but had
not yet been passed by Parliament; 1,000 euros prior to January
1, 2023) must be made through a financial institution and are
subject to monitoring by that institution.

A resident may export means of payment, negotiable in-
struments, transferable securities, foreign currencies and euros.
Shares and securities over the 5,000 euros159 maximum may be
exported without using a broker, provided the resident presents
a specific notice to customs.

Italian banks freely act on the international markets and
engage in hedging transactions, futures, swaps and options.

(2) Nonresidents

Nonresidents may make payments in Italy for the acquisi-
tion of goods, services, or investments using either foreign cur-
rency or euros, or tangible or intangible assets, and may transfer
abroad earnings on investments and invested capital on liquida-

158 DPR No. 148, March 31, 1988, Art. 5(2); D. Lgs. No. 143, March 31,
1998, referring to the Commercial Trade regulations.

159 DM, Oct. 17, 2002, No. 25601, Official Gazette No. 290/2002.
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tion, re-export imported currency (whether foreign or Italian),
and offer financial products and services.

Specifically, nonresidents may freely export means of
payment, negotiable instruments, transferable securities, and
other funds in foreign currencies and euros. Nonresidents may
open accounts (conto estero) with Italian banks in foreign cur-
rency and euros.

Again, cash transfers in excess of 5,000 euros must be
made through an intermediary bank. Nonresidents may person-
ally export money or bearer securities without using a bank,
provided the excess over the amount declared at Italian cus-
toms is evidenced by a customs document issued when the
funds entered the country.

A written declaration must be made to customs if shares
and securities over the exempt amount are to be exported by
being carried personally across the border.

The financial products that a nonresident may offer are:
obligations issued or guaranteed by Organisation for Economic
Cooperation and Development (OECD) Member States; stocks
or bonds issued or payable in EU Member States; stocks or
bonds issued or payable in OECD Member States, if related to
enterprises listed or scheduled to be listed on a regulated stock
market; and negotiable instruments issued in the due course
of the business of a financial institution resident in an OECD
Member State. Financial services that nonresidents may offer
include underwriting, consulting, factoring, and the manage-
ment of credit cards.

c. “Tax Monitoring” Reporting Requirements

Regulations referring to Article 4 of EC Directive 88/361
were issued under Decree Law No. 167 of June 28, 1990, as im-
plemented by Law No. 227 of August 4, 1990, and under Leg-
islative Decree No. 56 of February 20, 2004 (implementing EC
Directive 2001/97/EEC), providing for the disclosure of cross-
border transfers. The decrees require that credit agencies, spe-
cial credit institutions and, in certain cases, notaries and le-
gal counsel keep evidence of cross-border transfers of money,
shares, or transferable securities exceeding 10,000 euros, as
well as the purchase and sale of foreign securities that are not
cross-border transfers but that exceed the 10,000 euros thresh-
old. Such evidence includes the particulars (name, domicile,
and tax code) of the Italian resident, the party on behalf of or
to which the transfer was made, the date of, reason for, and
amount of the transfer, and information identifying the account
into which the funds were transferred.

A penalty ranging from 10% to 30% is also levied where
a customs declaration is not made on transfers or attempted
transfers in Euros or foreign currency, or of bearer securities
in euros or foreign currency when the amount does not exceed
10,000 euros; in all other cases, a penalty ranging from 30% to
50% will be applied.160

Providing brokers with false information regarding cross-
border transfers, or falsely declaring nonresident status in Italy
to evade the requirement to retain evidence of such transfers is
punishable by imprisonment for six months to a year and a fine

160 D. Lgs, No. 195, Nov. 19, 2008, Art. 9, as amended by DL No. 16, Mar.
2, 2012, Art. 11(8)(d)(1), as converted into law with amendments by Law No.
44, April 26, 2012.

of up to 5,164.56 euros, unless the act constitutes a more seri-
ous crime.

Although residents no longer need to report their cross-
border transfers, they are required to report any foreign invest-
ments held abroad, as well as bank accounts which have an av-
erage balance that exceeds 15,000 euros, or accounts that have
an average annual balance of less than 5,000 euros, but that
during the course of the year exceed 15,000 euros.161 Also to
be reported, but only for purposes of calculating the Tax on In-
vestments Held Abroad (Imposta sul valore delle Attività Fi-
nanziarie Detenute all’Estero, or IVAFE) are those that have an
average annual balance of more than 5,000 euros, but during
the course of a year never have a balance in excess of 15,000
euros. Failure to disclose these investments on the tax return
is subject to a fine that varies between 3% and 15%, and for
investments held in Black List countries the fines are double
to range between 6% and 30%. However, for taxpayers who
comply with reporting requirements within 90 days of the due
date of the annual tax return, a fixed fine of 258 euros will be
levied.162 Furthermore, if the taxpayer states in the return that
the income is deferred to a subsequent tax period, the presump-
tive tax is not levied.163

Foreign residents who have opted for the flat tax option
(see II.A.3.j., above) are not required to report their foreign in-
vestments.164

d. Limitations on Cash Purchases

From July 1, 2020 through December 31, 2022, Italian res-
idents were not able to make cash purchases in excess of 2,000
euros. Payments in excess of that amount were only be permit-
ted to be made by debit card, credit card or check. The reduc-
tion in the cash purchase limit to 1,000 euros expected to occur
in January 2023 was not implemented, and the limit was raised
to 5,000 euros as of January 5, 2023.165 Foreigners who are not
residents of Italy, who provide the seller with a copy of their
passport, certify that they are not Italian citizens and are res-
idents of another country, and who arrange for the cash to be
deposited into the seller’s account, may make cash purchases
up to 15,000 euros.166

e. Selected Transactions

(1) Imports and Exports

Earlier restrictions on the timing of payments for the im-
port and export of goods or services have been eliminated, and
parties may arrange payments in a manner that is commercially
convenient. However, in accordance with EC Directive 2000/
35 concerning the reduction of delays in payment in commer-
cial transactions, certain limitations have been introduced re-
garding payment terms in the case of transactions relating to

161 Law No. 97, Aug. 6, 2013, as amended by Law No. 186 of Dec. 12,
2014.

162 Id.
163 Id.
164 Law No. 232 of Dec. 11, 2016, Art. 1 (153).
165 DL No. 124 of Oct. 26, 2019, Art. 18 (1), (a) as converted by Law No.

157 of Dec. 15, 2019, as further amended by DL No. 228 of Dec. 31, 2021, Art.
3 (6-septies) as converted by Law No. 15 of Feb. 25, 2022 and Law No. 197,
Dec. 29, 2022, Art. 2 (384) (b).

166 Law No. 145, Dec. 30, 2019 Art. 1 (245).
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the supply of goods and services.167 In general, agreements on
payment dates or the consequences of delayed payment are null
and void if, taking into account accepted commercial practices,
including the nature of the merchandise or services, the eco-
nomic condition of the contracting parties and the relationships
between them, or any other relevant circumstance, they would
be gravely unjust to the debtor. In particular, the law consid-
ers gravely unjust an agreement that, without any objective jus-
tification, has as its main purpose procuring additional liquid-
ity for the creditor at the expense of the debtor, or an agree-
ment by which a contractor or subcontractor imposes on its sup-
pliers or sub-suppliers payment terms of unjustifiably greater
length than the payment terms it enjoys by itself. In these cases,
a judge, even a judge acting ex officio, may declare the agree-
ment null, apply other legal terms or modify the contents of the
agreement so as to make its terms equitable.

With particular regard to contracts for the transfer or sale
of perishable food products, payment must be made within 60
days from the date of delivery or pick-up of the products. The
parties may, however, fix a longer term in writing that, never-
theless, must be within limits set by the most representative or-
ganizations at a national level for production, transformation,
and distribution by category of products.

(2) Foreign Borrowing

Italian residents wishing to issue bonds or contract loans
abroad are no longer required to obtain prior authorization. If
the transfer of money is made through a bank, the bank must
keep evidence of any transaction over the exempt amount (i.e.,
10,000 euros). Transfers in excess of that amount made through
a nonresident must be reported on the resident’s tax return.

(3) Purchase and Sale of Securities Issued or Payable
Abroad

Italian resident individuals and enterprises are permitted to
buy and sell stocks and bonds issued or payable abroad even
if such securities are not listed on a foreign stock exchange.
The provisions regarding foreign borrowing apply to transfers
of stock exceeding 10,000 euros.

f. Foreigners’ Bank Accounts

Nonresidents may freely open accounts (conto estero) in
euros or other currencies with an Italian bank. Special arrange-
ments for resident signatories may be made in the case of non-
resident corporate accounts. The account may be used for all
transactions.

C. Regulation of Trade and Commerce

1. Trade

a. Imports

See II.B., above.

167 D. Lgs. No. 231, Oct. 9, 2002, applicable to contracts entered into after
August 8, 2002.

b. Export Promotion

As in other industrialized nations, the government has en-
acted specific measures to support Italian exports. In particu-
lar, the Istituto per i Servizi Assicurativi del Commercio Es-
tero168 — now SACE SpA — was established to support the
internationalization of the Italian economy through insurance,
reinsurance and guarantees involving the political, catastroph-
ic, economic, commercial and exchange risks to which Italian
businesses are exposed in international transactions. In addi-
tion, SIMEST SpA, a company controlled by the Ministry for
Economic Development, provides for the financing of interna-
tional transactions, in particular by subsidizing interest payable.

(1) SACE SpA

As of January 1, 2004, the former public entity, Istituto
per i Servizi Assicurativi del Commercio Estero, was trans-
formed into SACE SpA (Sezione Speciale per l’Assicurazione
del Credito all’Esportazione), a joint stock company, which is
entirely owned by the Ministry of Economy and Finance.169

SACE conducts the same export credit insurance activities
for nonmarketable risks as were previously carried out by the
former Istituto, in compliance with applicable regulations. Such
activities are guaranteed by the state within the limits provided
for in the law approving the state budget. SACE may provide
the following types of coverage:170

(i) Insurance, reinsurance, coinsurance, and financial guar-
antees of risks to which Italian companies, including for-
eign companies connected with or controlled by Italian
companies, are exposed either directly or indirectly during
the course of their activities; and

(ii) Insurance, reinsurance, coinsurance, and financial
guarantees of risks related to transactions that are of strate-
gic importance to the national economy in the areas of in-
ternationalization, economic security, production and em-
ployment maintenance, even where there are no Italian
companies or foreign companies connected with or con-
trolled by Italian companies involved.
Guarantees and insurance coverage may be issued for risks

of a political, catastrophic, economic, commercial and ex-
change-related nature. They may be issued in any form and pur-
suant to any terms used in markets in which SACE operates.
Further, they may be issued for any type of financing and may
be granted by national or foreign banks as well as by Italian
and foreign financial institutions as long as these have com-
plied with the standards of organization, equity, and vigilance
required by law.

In addition to its nonmarketable insurance activities,
SACE may insure and guarantee marketable risks in accor-
dance with EU regulations. Any such business conducted by
SACE is required either to be separated, for accounting purpos-

168 Law No. 227, May 24, 1977, Art. 2; D. Lgs. No. 143, March 31, 1998,
as amended by D. Lgs. No. 170, April 30, 1999, and by L. No. 296, Dec. 27,
2006.

169 DL No. 269, Sept. 30, 2003, as converted by Law No. 326, Nov. 24,
2003.

170 Interministerial Committee for Economic Planning (CIPE) Decision No.
62/07, July 20, 2007, Arts. (1), (2).
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es, from SACE’s other business, or conducted through a sub-
sidiary whose share capital is required to be at least 30% owned
by SACE.

SACE’s marketable risk insurance activities do not auto-
matically benefit from any state guarantee and are subject to
the rules and regulations applicable to private insurance com-
panies, including those concerning the supervision of the Ital-
ian supervisory authority for the insurance industry (ISVAP).

(2) SIMEST SpA

SIMEST (Società Italiana per le Imprese all’Estero) was
established as a government-controlled joint stock company in
1990 to promote the “internationalization” of Italian companies
and to assist Italian entrepreneurs in activities abroad. Since
1991, SIMEST has been entrusted with the management of all
activities regarding the financing of exports and, in particular,
the granting of interest subsidies, which were previously man-
aged by Mediocredito Centrale SpA.171 Interest subsidies for fi-
nancing agreements constitute the difference between the pre-
vailing “reference” rate (a Ministry of the Treasury figure au-
tomatically modified at two-month intervals based on varia-
tions in the average cost of funds procured through the issuance
of bonds by industrial credit institutions) and the interest rate
charged to the exporter or its clients.172

The intended recipients of the subsidies are:

(i) Italian enterprises that have been granted financing
abroad, even if through an Italian bank;

(ii) Italian or foreign banks granting financing to Italian
operators or their foreign counterparts; and

(iii) Foreign purchasers of Italian goods and services.
SIMEST may make an investment of up to 25% (the in-

vestment can go up to 49% when investing through a managed
fund) of the project, but the investment period must be limited
to eight years and the contract must have a buy-back clause.

c. Trade and Tariffs

(1) EU-US Trade Talks

As of April 26, 2026, EU-US trade relations are charac-
terized by a major new partnership on raw materials and the
ongoing implementation of a historic, yet controversial, broad-
er trade agreement. The most recent development occurred on
April 24, 2026, when the EU and US officially signed a Mem-
orandum of Understanding (MoU) and an Action Plan for Crit-
ical Minerals Supply Chain Resilience. The purpose of the pact
is to secure sustainable supply chains for materials essential to
electric vehicles, defense, and advanced semiconductors. It in-
cludes exploring trade tools like border-adjusted price floors,
common mining standards, and rapid response mechanisms for
supply disruptions.

The Turnberry Deal or the “Agreement on Reciprocal,
Fair, and Balanced Trade” is the broader agreement on trade
between the US and the EU. It has recently cleared major insti-

171 SIMEST was established by Law No. 100, April 24, 1990. The transfer
of Mediocredito Centrale’s activities was provided for by D. Lgs. No. 143,
March 31, 1998.

172 DM No. 199, April 21, 2000.

tutional hurdles as on March 26, 2026, when the European Par-
liament approved the agreement, following a temporary sus-
pension triggered by diplomatic tensions regarding US interest
in Greenland. The key provisions of the Turnberry Deal are: a
standard 15% tariff applies to most EU goods, including cars,
pharmaceuticals, and semiconductors; the EU commitments to
eliminate tariffs on all US industrial goods and provide prefer-
ential access for US agricultural products (e.g., seafood, dairy,
and pork) and the EU pledge to invest $600 billion in the US
over the current presidential term. There are still friction points
with respect to metals and steel as well as an Internal EU Di-
vide within the EU Council against calls from France to over-
haul the deal, with most members favoring the current stability
over reopening negotiations.

For Italy, the Turnberry Deal mitigated the economic risk
to Italy by stabilizing tariffs at a standardized rate. The agree-
ment prevented trade war scenarios where duties on Italian lux-
ury goods, food (grated cheese, Prosecco wine, olive oil), and
machinery could have spiked to 50% or more. While the 15%
tariff remains a challenge for price-sensitive sectors like tex-
tiles and furniture, it allows high-end “Made in Italy” brands
to maintain their presence in the US market through strategic
pricing, avoiding the total market exclusion that higher tariffs
would have caused.

(2) EU-India Trade Deal

On January 27, 2026, India and the EU concluded nego-
tiations for the “EU-India Trade Deal”, aimed at liberalizing
over 90% of trade between two of the world’s largest markets.
The agreement is subject to legal vetting and translation before
formal signing. For Italy, the EU’s fourth-largest partner with
India, the implications are transformative. The agreement re-
duces prohibitive tariffs on iconic exports, such as wine duties
from 150% to 20% and luxury car tariffs from 110% to 10%
under specific quotas. Beyond consumer goods, Italy’s special-
ized machinery and engineering sectors stand to gain a massive
competitive edge through the near-total removal of industrial
duties. By facilitating easier investment for the more than 700
Italian companies already active in India it secures Italy’s role
in the strategic IMEC corridor, diversifying supply chains and
tapping into India’s rapidly growing middle class.

2. Transparency in Corporate Ownership

In October 2023, Italy established an Ultimate Beneficiary
Owner (UBO) Registry, which aims to increase transparency
with respect to corporate ownership and to combat and prevent
financial crimes such as money laundering, terrorist financing
and tax evasion. The registry is maintained by the local Cham-
bers of Commerce, which compile information on individuals
who:

(i) Hold, directly or indirectly, more than 25% of the
shares in a company;

(ii) Have the majority of the voting rights that can be ex-
ercised in the general shareholders’ meeting of a company
or sufficient voting rights to exercise dominant influence
on the shareholders’ meeting of a company; or

(iii) Are party to binding agreements under which a domi-
nant influence can be exercised over a company.
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If none of the above criteria apply, UBOs are identified as
individuals who are vested with the legal representation of a
company or hold managing and/or directorship powers.

Corporate entities, trusts and fiduciaries and foreign en-
tities operating in Italy must submit to the UBO Registry the
names, dates of birth, nationalities, addresses of their beneficial
owners and the extent and nature of the beneficial interests held
by them within 30 days of the initial filing with the Compa-
nies’ Registry after incorporation, or within 30 days of a change
in beneficial ownership. Annual compliance with Italy’s UBO
Registry requires businesses to confirm their beneficial owner
information within 12 months of the initial disclosure or their
last update. Companies may submit this confirmation with their
annual financial statements and the filing can be done electron-
ically through the same channels as are used for the initial dis-
closure.

Under Article 2630 of the Civil Code, failure to make a
UBO filing is punishable with an administrative fine ranging
from 103 euros to 1,032 euros. If the disclosure is made within
30 days after the expiration of the due date, the administrative
fine is reduced to one third.

3. Commerce

a. Antitrust and Merger Controls

(1) Antitrust

As a result of Italy’s membership of the EU, the antitrust
norms issued under the Treaty of Rome form part of the internal
law of Italy. After years of discussion of various proposals, Par-
liament enacted Law No. 287 of October 10, 1990 (the “An-
titrust Law”), which embodies many of the principles of EU
competition law, applied at the national level. It forbids, for ex-
ample: (i) agreements distorting competition; (ii) abuses of a
dominant position; and (iii) concentrations restricting free com-
petition. The Antitrust Law provides that the European Com-
mission must be informed when concentrations are of sufficient
size to fall outside the scope of Italian jurisdiction and, there-
fore, to have a “Community dimension.” Further, when pro-
ceedings are initiated before the European Commission, pro-
ceedings underway in Italy must be suspended except as to
those aspects of a purely national character.

To carry out its purposes, the Antitrust Law created the
Autorità Garante della Concorrenza e del Mercato (the “Au-
thority”), which has had a strong impact on the Italian market-
place. The Authority has opened the market for mobile tele-
phone networks, telecommunication services, air transport and
seaports. It has issued decisions in all the principal economic
fields, from cement to oil, and from insurance to accounting
and auditing.

The Authority has fined companies heavily for serious
infringements of competition law. For example, it imposed
record fines of over 15 million euros on Coca-Cola Italia for
abusive conduct with respect to its smaller competitor, Pepsi-
Cola Italia and 152 million euros on Telecom Italia for abusive
conduct with respect to its competitors on the TLC services
for business customers market. In its consultative capacity, it
has also passed on to the Italian parliament and government
its opinion that the privatization and liberalization processes

should be fostered, in particular in the energy, financial, and
telecommunications sectors.

(a) The Authority

The Authority has general jurisdiction to apply the law
in all sectors of the economy, although in the insurance and
telecom/media sectors, ISVAP (the agency that oversees insur-
ance companies) and the Telecom Authority must be consult-
ed before the Authority takes any measures against insurance
companies and telecom undertakings, respectively.173 With re-
spect to oversight in the banking sector, the Bank of Italy (Ban-
ca d’Italia) and the Authority have joint jurisdiction. Further,
in 2007, the Authority’s investigative powers were broadened
to include the independent investigation of unfair commercial
practices and of new forms of misleading and comparative ad-
vertising.174

Although the Antitrust Law applies to both private and
state-owned undertakings, those undertakings that the law en-
trusts with the operation of services of general economic inter-
est or having the nature of a legal monopoly are subject to the
Antitrust Law only to the extent that the application of the law
does not obstruct the performance of the specific tasks assigned
to them.175

The Authority is a three-person body (a president plus two
members), the members of which are chosen for their person-
al independence. During their term in office, the members may
not hold public office or engage in private business activities.176

The Authority is empowered to carry out, on its own ini-
tiative or at the request of either a public administration or in-
terested parties, general investigations into practices that im-
pede or restrict competition.177 In contrast with the procedures
governing the European Commission, the procedures govern-
ing the Authority entail expiration dates by which the Authority
must act or at least begin an investigation. If a company notifies
the Authority of an agreement or concerted practice, the Au-
thority must open its investigation within 120 days or be barred
thereafter, unless the notification is shown to be inaccurate or
incomplete.178

If the Authority believes that a violation of Article 2 (re-
stricted agreements) or Article 3 (abuse of a dominant position)
of the Antitrust Law may have occurred, it must notify the com-
panies involved and other interested entities of the opening of
proceedings. Parties have a right to be heard and a duty to sup-
ply information and documents at the Authority’s request. Re-
fusal to supply information or documents may result in a fine
of up to 25,822.84 euros. Further, providing false or inaccurate
documents may result in a fine of up to 61,645.68 euros.179 All
information gathered in the proceedings remains secret, except

173 Law No. 287, Oct. 10, 1990, Art. 20 (4), (5), (5-bis).
174 D. Lgs. No. 146/2007, Aug. 2, 2007, implementing Directive 2005/29/

EC and amending Directives 84/450/EEC, 97/7/EC, 98/27/EC, 2002/65/EC
and Regulation No. 2006/2004; D. Lgs. No. 145/2007, Aug. 2, 2007, imple-
menting sec. 14 of Directive 2005/29/EC amending Directive 84/450/EEC.

175 Law No. 287, Oct. 10, 1990, Art. 8 (2), with reference to the broadcast-
ing and print media markets.

176 Law No. 287, Oct. 10, 1990, Art. 10 (2).
177 Law No. 287, Oct. 10, 1990, Art. 12.
178 Law No. 287, Oct. 10, 1990, Art. 13.
179 Law No. 287, Oct. 10, 1990, Art. 14 (5).
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in the case of collaborative efforts with the EU or reports of
criminal activity required by law.

Moreover, if after a brief review of a transaction, the Au-
thority finds a violation that creates serious or irreparable dam-
age to competition, it may adopt interim measures. If a compa-
ny fails to comply with such measures, the Authority may levy
administrative fines of up to 3% of the company’s turnover.180

Within three months from the opening of a procedure, the
companies under investigation may offer commitments to the
Authority to correct their anticompetitive conduct. After eval-
uating the suitability of the commitments, the Authority may
make those commitments binding and close the proceedings
without adjudicating the alleged violations. If the companies
fail to honor the commitments, the Authority may levy admin-
istrative fines of up to 10% of the companies’ turnover. The
Authority may reopen the proceedings if: (i) there is a change
in a factual element in the case; (ii) the companies engage in
behavior contrary to the commitments made; or (iii) the Au-
thority’s decision was based on information supplied by the
parties and that information was incomplete, inexact or mis-
leading.181 The rules applicable to this procedure are set forth in
the Notice adopted by the Authority in its decision of October
12, 2006.

If, at the conclusion of the proceedings, the Authority de-
cides that the Antitrust Law has been violated, it may fix a
deadline for remedying the violation. If there has been a serious
violation, the Authority also may fine the company concerned
up to 10% of its turnover in the accounting year before the Au-
thority’s announcement of the opening of the investigation, de-
pending on the gravity and duration of the violation. Failure
to comply with the deadlines set by the Authority may lead to
sanctions of up to twice the initial fine, but not exceeding 10%
of the company’s net turnover, as noted above.

If a company still fails to comply, the Authority may sus-
pend its business activities for up to 30 days.182 The Authority
cannot, however, award damages.

When a company under investigation cooperates, the Au-
thority may decide to reduce the fine or not levy it at all.183 To
further encourage cooperation, on February 15, 2007, the Au-
thority adopted a Notice introducing a leniency program to re-
ward undertakings that cooperate in the investigation of a car-
tel. The leniency program allows the Authority to reduce or
even waive fines if a company admits to anticompetitive be-
havior or provides the Authority with evidence to show the ex-
istence of a cartel. A company may benefit from the leniency
program provided that: (i) the company terminates its anticom-
petitive behavior, after filing the request for leniency; (ii) the
company cooperates with the Authority throughout the pro-
ceedings on a continuing and effective basis; and (iii) the com-
pany does not disclose its intent to participate in the leniency
program to third parties.

The Authority is required to provide an annual report to
the Council of Ministers on its activity that forms the basis
of an annual competition law to remove obstacles to competi-

180 Law No. 287, Oct. 10, 1990, Art. 14 bis (3).
181 Law No. 287, Oct. 10, 1990, Art. 14 ter.
182 Law No. 287, Oct. 10, 1990, Art. 15.
183 Law No. 287, Oct. 10, 1990, Art. 15, par. 2 bis.

tion, open markets, and promote the development of competi-
tion and consumer protection.184 The Authority may also gener-
ally provide advice to parliament and the government and re-
view existing legislation, administrative decisions and regula-
tions to ascertain their impact on competition and the proper
functioning of the market. In addition, the Authority may give
its opinion regarding ways to remove or prevent distortions in
the market.185

Further, the Authority, on its own, may give advice on pro-
posed legislation concerning competition or the market when-
ever it deems this appropriate. In addition, the Prime Minister
may request the Authority’s opinion on proposed legislation
that may directly impose quantitative restrictions on the exer-
cise of an activity or access to a market, create exclusive rights
in some areas, or impose general practices with respect to pric-
ing and conditions of sale.186

(b) Restrictive Agreements and Practices; Abuses of
Dominant Position

Articles 2 and 3 of the Antitrust Law mirror Articles 81
and 82 (former Articles 85 and 86) of the Treaty establishing
the European Community. Article 2 prohibits agreements and
concerted practices that have the effect or purpose of prevent-
ing, restricting or distorting competition in the national market
or a significant portion thereof. For example, it specifies that
the following are restrictive practices:

(i) Directly or indirectly fixing purchase or sales prices or
other contractual conditions;

(ii) Impeding or limiting production, outlets, access to the
market, investments, technical development, or technolog-
ical progress;

(iii) Sharing markets or sources of supply;

(iv) Applying different conditions for similar services in
contracts, thereby creating an unjustified competitive dis-
advantage; and

(v) Imposing unrelated supplementary services as part of
contracts with other parties.
There is no general obligation to give notice of an agree-

ment between enterprises; however, notice of an agreement or
practice may be given voluntarily to the Authority, as discussed
in (a), above.

An agreement prohibited by Article 2 of the Antitrust Law
may be exempted by the Authority for a limited period of time
if the agreement, as a whole, gives rise to improvements on the
supply side of the market, thereby providing a substantial ben-
efit to consumers.187 Such improvements are to be determined
taking into account the need to ensure competitiveness at an in-
ternational level, in particular in connection with production in-
creases, as well as with the improvement and distribution of the
product itself, or with the promotion of technical or technologi-
cal progress. Article 2 also provides for group or block exemp-
tions, but no block exemptions have yet been issued. As Italy is

184 Law No. 99, July 23, 2009, Art. 47 (2).
185 Law No. 287, Oct. 10, 1990, Art. 21.
186 Law No. 287, Oct. 10, 1990, Art. 22.
187 Law No. 287, Oct. 10, 1990, Art. 4.
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an EU Member State, block exemptions fixed by the EU auto-
matically apply in Italy.

Article 3 of the Antitrust Law prohibits abuse of a dom-
inant position in the national market or a significant portion
thereof. It therefore also prevents undertakings from taking,
even where the decision is made unilaterally, most of the ac-
tions prohibited with respect to Article 2 as set out above in (i)
to (v).

Since 1996, the Authority has been authorized to apply di-
rectly Articles 85(1) and 86 of the Treaty of Rome (now Ar-
ticles 81(1) and 82). The Authority initiated its first procedure
under EU Antitrust Law in 1998, in connection with restrictive
practices in the insurance field.

(c) Merger Control

The Authority also may investigate whether a merger or
joint venture constitutes the creation or reinforcement of a
dominant position or eliminates or restricts free competition.
There are threshold amounts, adjusted annually for inflation,
below which a transaction will not be subject to review. As of
January 2013, the Antitrust Law was amended to provide that
only major transactions need to be reported, thereby correct-
ing an anomaly in the legislation which required reporting of
transactions that had no real impact in Italy. The Authority is
now to be given prior notice of a merger if the total domestic
gross turnover of the enterprises involved is 582 million euros
or more, and the total individual domestic gross turnover of
at least two of the enterprises involved is 35 million euros or
more.188 Previously, only one of these two conditions had to be
fulfilled for the filing requirement to be triggered.

The Antitrust Law makes no reference to the worldwide
turnover of the enterprises involved.

If the proposed acquisition concerns only part of an enter-
prise (i.e., a line of business), the duty to notify is measured on-
ly with reference to the turnover of that portion of the enterprise
involved.

In 2005, the Authority adopted an experimental procedure
to allow companies to consult with the Authority before for-
mally notifying it of a merger or acquisition. The “pre-notifica-
tion” procedure may apply only when the total individual do-
mestic turnover of at least two of the companies involved is at
least 31 million euros. Companies wishing to use this procedure
must submit, no later than 15 days before the date of filing for-
mal notification, the following information: (i) the names of the
parties to the transaction; (ii) a short description of the transac-
tion; (iii) the markets involved in the transaction; (iv) the posi-
tion of the parties in the interested markets; and (v) verification
of the duty to notify other European Authorities. The Authority
will discuss the information provided in this informal document
with the parties for the purpose of clarifying the information to
be provided in the formal notification.

188 Law No. 287, October 10, 1990, Art. 16, as amended by Law No. 124,
August 4, 2017, Art. 1, (177). The threshold of 511 million euros was in effect
until March 20, 2022. On March 21, 2022, it was increased to 517 million eu-
ros. On March 27, 2023, the thresholds were increased to 532 million euros and
32 million euros. On March 5, 2024, the thresholds were increased to 567 mil-
lion euros and 35 million euros. On March 24, 2025, the threshold of 567 mil-
lion euros was increased to 582 million euros; the other threshold of 35 million
euros remains unchanged. On March 16, 2026, the thresholds were increased to
595 million euros and 36 million euros.

The filing fees for companies required to provide formal
notice to the Authority have been repealed and replaced by
a tax of 0.00055% levied on companies that have an Italian
turnover in excess of 50 million euros to be paid by July 31 of
each year. The minimum amount due is 2,750 euros. The con-
tribution is capped at 275,000 euros per individual company.189

The Authority must either give clearance to the merger or
initiate a formal proceeding within 30 days from receipt of the
notification (Phase 1). Once initiated, a formal proceeding must
be completed within 45 days (Phase 2).190 These provisions are
somewhat modified in the event of a tender offer (Phase 1
is reduced to 15 days) and with respect to banks, insurance
companies, broadcasting companies, and publishers of news-
papers and periodicals. Oversight of mergers among banks is
now the joint responsibility of the Bank of Italy and the Au-
thority, both of which are to authorize the transaction by a sep-
arate resolution within 60 days of the filing. The two author-
ities are to collaborate, and exchange information and docu-
ments in the execution of this procedure.191 With respect to in-
surance companies, the Authority must request the opinion of
ISVAP before rendering its final decision; the opinion, which
is neither mandatory nor binding, must be rendered within 30
days of the request and has the effect of delaying the timing
of Phase 1. Finally, the Telecommunications Regulator (AG-
COM) was granted control powers over mergers and cartels in-
volving companies in the broadcasting and print media sectors,
in order to prevent or eliminate the creation of dominant posi-
tions on the integrated communications market.192 The rules ap-
plicable to this procedure are set forth in the Regulator’s reso-
lution of November 30, 2006, n. 646/06/CONS.

On commencing an investigation, the Authority may order
the enterprises involved to suspend the merger until the inves-
tigation is concluded. If, during the course of its investigation,
the Authority decides that it will not intervene in the transac-
tion, it must immediately notify the enterprises to that effect.

If the Authority finds that a proposed merger threatens to
create or strengthen a dominant position, thereby eliminating
or significantly reducing competition in the market concerned,
it will prohibit the merger. However, the Authority may give
clearance to the merger if the party’s proposed measures, such
as partial divestitures or spin-offs, are deemed to be sufficient
to restore conditions of competition within the market.

In making its appraisal of a concentration, the Authority
must take into account:

(i) The market position of the companies concerned;

(ii) The alternatives available to suppliers and users;

(iii) The access of suppliers and users to supplies or mar-
kets;

(iv) The structure of the markets involved;

(v) Any legal or other barriers to entry;

189 Law No. 287, October 10, 1990, Art. 10 (7-ter), (7-quarter); see also
Resolution No. 31468 of March 4, 2025.

190 Law No. 287, Oct. 10, 1990, Art. 16.
191 Law No. 287, Oct. 10, 1990, Art. 20 (5) as amended by D. Lgs., Dec.

29, 2006.
192 D. Lgs. No. 177/2005, July 31, 2005.
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(vi) The development of supply and demand; and

(vii) The competitive situation of the nation’s industry.
It is important to note that, following a 1997 decision of

the Authority involving the beer sector, the law must be inter-
preted so as to prohibit equally a dominant position attained by
a single firm and a collective dominant position attained by two
or more firms as a result of a merger (a collective or oligopo-
listic dominant position).

The Authority can impose fines of not less than 1% and
not more than 10% of the turnover of the enterprises (or the ap-
propriate portions thereof) involved in a merger whenever:193

(i) The merger occurs in violation of a prohibition order
issued by the Authority; or

(ii) The enterprises fail to obey the measures set out by the
Authority as necessary to restore conditions of effective
competition (for example, a divestiture order).194

The Authority may impose fines of up to 1% of the
turnover in the year preceding that in which the examination
procedure took place when the undertakings fail to comply
with an obligation to provide prior notification.195

Appeals against administrative actions taken by the Au-
thority under the Antitrust Law are within the exclusive juris-
diction of an administrative court, the Regional Administrative
Tribunal (TAR) of Lazio.196 However, proceedings to declare a
measure void or seek damages and requests for interim mea-
sures relating to infringements of the Antitrust Law must be
brought before the Court of Appeal.197

During 2022, Parliament passed legislation198 to allow the
Italian Competition Authority (ICA)199 to scrutinize qualifying
mergers provided they satisfy certain criteria. At the beginning
of 2023, the ICA issued the following guidance to determine
whether these types of mergers should be notified:200

(i) No more than six months have elapsed since the merger
was concluded;

(ii) The merger exceeds one of the two thresholds provid-
ed under Article 16 of the Italian Antitrust Law, or the
worldwide turnover generated by all the parties involved
in the operation exceeds $5 billion; and

(iii) The ICA has reason to believe that there is a prima fa-
cie risk to competition in the Italian marketplace or a sig-
nificant portion thereof.
This scrutiny function applies to qualifying mergers taking

place after August 27, 2022, and could even be carried out in
situations where the target company has no Italian revenue.

Furthermore, the ICA also introduced the option for in-
terested undertakings to request a preliminary assessment of a
sub-threshold merger that is deemed to meet the above require-

193 Law No. 287, Oct. 10, 1990, Art. 19.
194 Law No. 287, Oct. 10, 1990, Art. 19.
195 Law No. 287, Oct. 10, 1990, Art. 19.
196 See generally Codice di Procedura Amministrativo (Code of Adminis-

trative Procedure), Art. 14.
197 Law No. 287, Oct. 10, 1990, Art. 33.
198 Law No. 118, Aug 2, 2022.
199 Law No. 287, Oct. 10, 1990, Art. 19 (2).
200 Notice No. 30407, Dec. 13, 2022.

ments. In these cases, the ICA will review elements such as the
structure of the market, characteristics of the economic opera-
tors, the type of economic activity involved and its importance
for consumers or other businesses, the importance of any inno-
vative activity carried out, as well as the competitive restric-
tions exercised by one or more companies in the particular mar-
ket.

As market share and the degree of concentration within
the market are initial indicators of the merging parties and
their competitors’ market power, the ICA provided a few ex-
amples as to the analysis it would apply using the Herfindahl-
Hirschman (“HHI”) Index as a guide.201

The ICA provided two examples in which it would proba-
bly not call for notification:

(i) For horizontal mergers the notification would be un-
likely where:

• The combined post-merger market share is less than
25% and the HHI is less than 1,000;

• The HHI is between 1,000 and 2,000 but the incre-
mental change is less than 250; or

• The HHI is above 2,000 but the incremental change is
less than 150.

(ii) For vertical mergers the notification will be unlikely
where the merged entity’s market share is less than 30%
in any upstream or downstream market and the HHI is less
than 2000.
Where the ICA has called for notification, the parties will

have 30 days to submit the filing. This period may be extended
to an additional 30 days if the parties file a substantiated and
timely request for the additional time. If the parties fail to meet
the filing deadline the ICA may impose a fine of up to 1% of
the preceding year’s turnover.

Voluntary submissions of below threshold mergers may be
made by the parties to the ICA. The ICA will inform the parties
within 60 days from the submission as to whether the merger
will require notification.

(2) Regulation of Securities Markets and Tender Offers

The securities market is subject to the supervision of the
Italian Commission for Companies and the Stock Exchange
(Commissione Nazionale per le Società e la Borsa — CON-
SOB). Since its creation in 1974,202 CONSOB has undergone
significant changes, finally becoming the supervisory body for
the entire securities market, the parties operating therein and
any operation involving securities. However, CONSOB’s pow-
ers are not only supervisory but also regulatory.203

In 1998, the substantive rules regulating the Italian securi-
ties market were profoundly changed by the enactment of the
Consolidated Text on Financial Intermediation by means of
Legislative Decree No. 58 of February 24, 1998,204 commonly

201 The Herfindahl-Hirschman Index (HHI) is a common measure of mar-
ket concentration used to determine market competitiveness.

202 Law No. 216, June 7, 1974.
203 See Regulation No. 11768/98 on markets in general and Regulation No.

11971/99 on tender offers.
204 D. Lgs. 58/1998, as amended by DL No. 351, Sept. 25, 2001, D. Lgs.

No. 274, Aug. 1, 2003; Law No. 326, Nov. 24, 2003; Law No. 350, Dec. 24,
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known as the “Draghi Decree.” With particular regard to ten-
der offers, the Draghi Decree sets forth general rules applicable
to both listed and unlisted companies, and mandatory rules for
companies listed on the stock exchange.

Companies intending to make a tender offer must meet
certain obligations regarding communication of the offer, the
document containing the offer, and their behavior while the of-
fer is pending. Companies must promptly inform CONSOB and
the target company of the offer and publish a notice to inform
the market in general. Following the communication, the offer-
or must send CONSOB a document containing the offer (the
“Document”) and an acceptance prepared according to CON-
SOB forms, together with the documentation regarding the nec-
essary guarantees and eventual authorizations. The Document
must contain, at a minimum, an indication of the company mak-
ing the offer, the target company, any intermediaries involved,
the minimum quantity of shares to be accepted, the price, the
reasons for the operation, the means of payment, and the future
plans of the offeror. Any agreements made with the target com-
pany or its directors must also be mentioned. Finally, the Doc-
ument must also indicate the manner of acceptance of the offer
and its duration. The Document must be published in a national
newspaper.

The managing body of the target company, in turn, must
make a statement as to whether it considers the offer to be hos-
tile or friendly, and must explain the reasons for the conclusion
reached.

Once the offer is published, it cannot be modified unless
the entire process is reinitiated. CONSOB may suspend the of-
fer or declare it to be invalid, if it finds or has reason to believe
that the offer is unlawful.

Once the term for the offer has elapsed, the offeror must
publish the results and any other useful information, following
the same procedure used to publish the original offer in the first
place.

b. Mandatory Tender Offers

Companies acquiring qualified participations (over 30% or
over 90%) in companies listed on the stock exchange are under
an obligation to make a tender offer by following the mandato-
ry rules set out in the Draghi Decree.205

c. Insider Trading

Article 9 of Law No. 62 of April 18, 2005, implemented
the EC Directive on insider trading and market abuse206 in Italy,
substantially amending the former legislation on insider trading
contained in the Draghi Decree. A new set of provisions have
been adopted specifying to whom the insider trading regime

2003, D. Lgs. No. 37, Feb. 6, 2004, D. Lgs. 170, May 21, 2004; D. Lgs. 197,
July 9, 2004; Law No. 62, April 18, 2005, Art. 9; L. No. 262, Dec. 28, 2005;
D. Lgs. No. 303, Dec. 29, 2006; Art. 2 of D. Lgs. No. 297, Dec. 27, 2006, as
enacted by Law No. 151, Feb. 23, 2007; Law No. 13, Feb. 6, 2007; D. Lgs. No.
32, Feb. 2, 2007 Art. 2; D. Lgs. No. 51, Mar. 28, 2007; D. Lgs. No. 164, Sept.
17, 2007; D. Lgs. No. 195, Nov. 6, 2007; D. Lgs. No. 229, Nov. 19, 2007; D.
Lgs. No. 173, Nov. 3, 2008; DL No. 185, Nov. 29, 2008, as enacted by Law
No. 2, Jan. 28, 2009; DL No. 5, Feb. 2, 2009, as enacted by Law No. 33, April
9, 2009; Law No. 69, June 18, 2009; D. Lgs. No. 101, July 17, 2009; D. Lgs.
No. 146, Sept. 25, 2009; as further amended by D. Lgs. No. 254, Dec. 30, 2016.

205 D. Lgs. No. 58, Feb. 24, 1998, Art. 106.
206 Directive 2003/6/CE.

applies, the definition of inside information and the prohibited
conduct, as well as the investigative powers granted to the
CONSOB.

Article 181 of the Draghi Decree, as amended by Law No.
62 of April 18, 2005, sets forth a broad definition of insider in-
formation that encompasses any precise information that: (i) is
not public; (ii) refers, directly or indirectly to financial instru-
ments; and (iii) if disclosed could materially affect the prices
of such financial instruments. Insider information is deemed to
be precise information if it refers to a set of circumstances that
exists or may reasonably be expected to come into existence,
or an event that has occurred or may reasonably be expected
to occur, and is specific enough to enable a conclusion to be
drawn as to the possible effect of the cited set of circumstances
or events on the price of a financial instrument. A material ef-
fect on the price of financial instruments refers to any informa-
tion a reasonable investor would be likely to use as part of the
basis of an investment decision. A definition of insider infor-
mation with respect to derivatives on commodities is also giv-
en.

The use of insider information gathered through the exer-
cise of a person’s duties in the management, direction or over-
sight control of a company, in connection with share owner-
ship, or by virtue of employment or the exercise of a profession
or public duties or office to: (i) purchase, sell or engage in other
transactions in financial instruments, implemented, directly or
indirectly, even on behalf of a third party, by using such infor-
mation; (ii) communicate such information to any third party, if
not as part of the normal work related activities; (iii) prompt or
cause anyone on the basis of such information to execute one
of the activities referred to at (i), is prohibited as an abuse of
insider information. An abuse of insider information also exists
where any person who, possessing inside information by virtue
of the preparation or execution of criminal activities, executes
one of the prohibited activities referred to above.207

The Draghi Decree, as amended by Law No. 62 of April
18, 2005, also imposes liability on the legal persons in whose
interest or advantage the criminal offense of insider trading has
been committed.

Abuse of insider information is, as a criminal matter, pun-
ishable by imprisonment for up to 12 years and a fine ranging
from 20,000 euros to 3 million euros208 and by administrative
fines ranging from 20,000 euros to 3 million euros.209 Further,
at the discretion of the judge, any fines levied may be tripled.

In an effort to reduce the level of concealed information
that could be exploited by insiders, the Draghi Decree, as
amended, now sets forth a series of detailed obligations requir-
ing a company issuing securities to provide information with
respect to the company’s activities that could affect the price
of the securities or its financial situation. Furthermore, Arti-
cle 114(5) provides that CONSOB may require the company’s
management and oversight bodies, the shareholders, or share-
holders participating in a shareholders’ agreement, to disclose
any information or documents that CONSOB deems to contain
information relevant for the public.

207 D. Lgs. No. 58, Feb. 24, 1998, Art. 184.
208 D. Lgs. No. 58, Feb. 24, 1998, Art. 184.
209 D. Lgs. No. 58, Feb. 24, 1998, Art. 187 bis.
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d. Prohibition Against Interlocking Directorates

Legislation adopted in 2011 introduced a prohibition
against individuals serving on multiple management and over-
sight bodies of companies in the banking, finance and insur-
ance sectors where at least one of the companies or group
has an annual domestic turnover of at least 47 million euros.210

Thus, it is prohibited for an individual to contemporaneously
serve on a board of directors, board of statutory auditors or su-
pervisory board, or even in high ranking corporate offices (e.g.,
director general or chief financial officer of a quoted company)
of a company in the same industry. Individuals serving on mul-
tiple management bodies have 90 days from the appointment
to choose which appointment will be relinquished; a failure to
do so will automatically forfeit all incompatible appointments
with the forfeiture to be declared by the appropriate governing
corporate body within the following 30 days. In the event that
the governing body fails to make such a declaration, the forfei-
ture will be declared by the Authority having oversight of the
industry.211

The prohibition does not apply to interlocking directorates
where the appointment is held in: (i) a foreign corporation,
even if it operates in Italy through a branch or; (ii) a branch of
a foreign company operating in Italy.212

e. Price Controls

Until 1993, Italy still maintained price controls on a va-
riety of consumer goods that were initially established under
emergency legislation prior to World War II.

The Interministerial Committee for Prices (CIP) was em-
powered to set prices for all goods and services, including im-
ports and exports, on a national basis, while Provincial Com-
mittees for Prices (CPPs) performed essentially the same func-
tion in each province. In December 1993, Italy abolished the
CIP. The CPPs also were abolished in April 1994, their pending
tasks being taken over by the provincial offices of the Ministry
for Economic Development. The CIP regulated the prices of
many staples such as milk, bread and meat, but most price re-
strictions have been removed. The CIPE has taken over from
the CIP with respect to regulating the prices of pharmaceuti-
cals. Other functions of the CIP have been transferred to the
Ministry for Economic Development, which exercises control
over the electrical and gas energy fields and advises on the
prices of petroleum products. The Ministry for Communica-
tions has assumed control over mail and telegraph rates.

f. Labeling, Advertising, and Fair Trade Regulations

(1) Consumer Protection Laws

Consumer protection legislation did not develop in Italy
until the late 1980s. Legislation adopted in 1998213 recognized
consumer and user rights that can be asserted individually and

210 DL No. 201, Dec. 6, 2011, as converted into law by Law No. 214, Dec.
22, 2011, Art. 36 (1).

211 DL No. 201, Dec. 6, 2011, as converted into law by Law No. 214, Dec.
22, 2011, Art. 36 (2-bis).

212 Criteri per l’applicazione del’art 36 of the DL. “Salva Italia” (cd. “divi-
eto di interlocking”), issued jointly by the Banca d’Italia, Consob and Isvap, in
coordination with l’Autorità garante della concorrenza e del mercato on April
20, 2012, p. 5.

through consumers’ and users’ associations. In 2005, Parlia-
ment enacted the Consumer Code, Article 2 of which the fol-
lowing comprise “fundamental rights” of the consumer:

(i) Health protection;

(ii) The security and quality of products and services;

(iii) Adequate information and fair advertising;

(iv) Consumer education;

(v) Fairness and transparency in contracts for goods and
services;

(vi) The promotion of free, voluntary and democratic con-
sumer and user associations; and

(vii) The supply of quality, efficient public services.
Furthermore, a registry was created that lists the consumer

associations, as well as a national Consumers and Users Coun-
cil, chaired by the Minister for Economic Development, within
the Ministry for Economic Development to protect and develop
consumer rights. Council members are representatives of reg-
istered consumer associations and are appointed by the Prime
Minister.214

In addition to actions by individuals, registered consumer
associations have standing to sue: (i) to enjoin actions harmful
to consumer interests; (ii) to seek redress for the damaging ef-
fects of any violations; and (iii) to petition for court orders giv-
ing publicity to violations where publication would contribute
to the prevention or correction of the effects of a violation.215

Italy has also instituted class action suits, along the lines of the
U.S. model, specifically for the protection of consumer rights
that may be filed by individuals and registered consumer asso-
ciations.216

In 1988, a products liability law was enacted to impose lia-
bility on manufacturers and, in some cases, suppliers for defec-
tive products put into commercial circulation. This law, which
implemented EC Directive 85/377, represented an important
step for the protection of the consumer. The scope of the leg-
islation was limited to imposing liability only for personal in-
jury and damage to property. The provisions of this legislation
were incorporated into the Consumer Code with no substantial
changes.

Manufacturers and, in certain circumstances, suppliers,
will be held liable for a defective product when that product
does not provide the level of safety that could be reasonably at-
tributed to it.217 Factors to be considered include the marketing
of the product, accompanying literature or warnings, and the
use to which the product is put.218 Liability is imposed for per-
sonal injury, as well as for damage to property, provided that
damage exceeds 387 euros.219 No liability for damages attach-
es if the injured party was aware of the defect.220 If the injured

213 Law No. 281, July 30, 1998, repealed by D. Lgs. No. 206, September
2005, enacting the Consumer Code.

214 Consumer Code, Arts. 136–137.
215 Consumer Code, Arts. 139–140 bis.
216 Consumer Code, Art. 140-bis as amended by Law No. 49, July 23, 2009.
217 Consumer Code, Art. 117.
218 Consumer Code, Art. 117.
219 Consumer Code, Art. 123(2).
220 Consumer Code, Art. 122(2).
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party is guilty of contributory negligence, damages will be re-
duced.221

A three-year statute of limitations begins running from the
day on which the injured party knew, or should have known, of
the damage or the defect and the identity of the responsible par-
ty.222 In no event is recovery for damages permitted more than
10 years after the date on which the product was put into cir-
culation in the EU by the manufacturer or the importer. The
law voids any agreement that limits the liability established by
law.223

(2) Unfair Trade Practices

Until 1992, Italian regulation of advertising provided only
limited safeguards to Italian consumers. In most cases, only ad-
vertising that was actually misleading was forbidden; the law
did not recognize any positive duty of disclosure. Certain ex-
ceptions were provided for with special legislation. The only
prohibition on false advertising was found in the rules on unfair
competition, which prohibited a false statement of definite
facts. Thus, a competitor could bring complaints for advertising
that tended to confuse the advertiser’s products with those of its
competitors, but consumers had no such remedy.

The first attempts at comprehensive protection came with
the implementation, in 1992, of EC Directive 84/450 on mis-
leading advertising,224 followed by the implementation, in 2000,
of EC Directive 97/55 on comparative advertising.

With the passage of Consumer Code Title III, gathered un-
der the heading “Unfair Trade Practices,” complete protection
was afforded to competitors and consumers from all behaviors
that were misleading and aggressive, including misleading ad-
vertising.

A commercial practice is unfair if it is contrary to the re-
quirements of professional diligence and materially distorts, or
is likely to materially distort, the economic behavior of the av-
erage consumer so that it causes, or is likely to cause, the con-
sumer to make a transactional decision that he or she would not
otherwise have made.225 The law sets forth two types of unfair
commercial practices:

(i) “Misleading practices,” which consist of providing in-
formation that, even though factually correct, does not
correspond to the truth and that, in any way, including
through the overall manner in which it is presented, in-
duces or could induce the average consumer erroneously
to make a decision that he or she would not otherwise have
made; and

(ii) “Aggressive practices” that cause consumers to make
commercial decisions that they would not otherwise have
made, as a result of harassment, coercion or any other form
of undue influence.226

Comparative advertising (i.e., advertising comparing a
competitor’s products or services) is allowed, provided it meets

221 Consumer Code, Art. 122(1).
222 Consumer Code, Art. 125.
223 Consumer Code, Art. 126.
224 D. Lgs. No. 74, January 25, 1992, as amended by D. Lgs. No. 67, Feb-

ruary 25, 2000.
225 Consumer Code, Art. 20.
226 Consumer Code, Art. 24.

certain requirements. Reference to a “guaranty,” or a statement
that the product is “guaranteed,” must be accompanied by ei-
ther the contents or terms of the guaranty offered.

In addition, the Consumer Code seeks to protect con-
sumers from advertising that induces them to fail to use prod-
ucts with the normal prudence necessary for products danger-
ous to their health and safety.227 Advertising that preys on the
inexperience or immaturity of children, as well as advertising
that plays upon the tender feelings that adults have for children,
also is prohibited.228

Although the ordinary courts have retained jurisdiction in
cases of unfair competition, the Italian Antitrust Authority has
been given jurisdiction in the area of unfair trade practices.229

The Authority, either on its own initiative or on the complaint
of a consumer, competitor or other interested party, may under-
take an investigation of improper commercial practices, mis-
leading advertising and unlawful comparative advertising.230 Its
investigative powers include the authority to conduct investi-
gations, access documents and request other information perti-
nent to the investigation.231 In the event of refusal, or the provi-
sion of false information or documents, it may impose penalties
ranging from 2,000 euros to 20,000 euros for refusal and 4,000
euros to 40,000 euros for the provision of false information.232

Once a violation has been determined, the Authority may order
the party to cease, order the publication of rectifying statements
at the company’s expense, and levy fines ranging from 10,000
euros to 10 million euros. If the practice relates to hazardous
products that could indirectly threaten the well-being of minors,
the minimum penalty levied will be 50,000 euros.233 In the event
of non-compliance with the Authority’s measures, injunctions
or instructions, the Authority may impose administrative fines
of 10,000 euros to 10 million euros.234 As in the antitrust area,
the Authority may waive the need to prove a violation has been
committed if the trader concerned undertakes to remove the un-
lawful aspect from its commercial practices, unless the practice
involves manifest unfairness and gross violations.235

With respect to unfair trade practices on-line, the Author-
ity may order connectivity service providers of internet net-
works, operators of other telematic or telecommunication net-
works as well as to operators who provide telematic or telecom-
munication services to remove harmful information, even as
a precautionary measure. In the event of non-compliance, the
Authority may impose a fine of up to of up to 5 million euros.236

When violations are of a cross-border nature as provided by EU
Regulation 2017/2394, including via the internet, the Authori-
ty may levy fines equal to 4% of the turnover in Italy, or the
turnover in the EU Member States affected. Where information
on the Italian turnover is unavailable, a fine of 2 million euros
may be levied.237

227 Consumer Code, Art. 21(3).
228 Consumer Code, Art. 21(4).
229 Consumer Code, Art. 27(15).
230 Consumer Code, Art. 27.
231 Consumer Code, Art. 27(2).
232 Consumer Code, Art. 27(4); L. No. 287, Oct. 10, 1990, Art. 14(2).
233 Consumer Code, Art. 27(9).
234 Consumer Code, Art. 21(4), Art. 27(9), (12).
235 Consumer Code, Art. 27(7).
236 Consumer Code, Art. 27(3-bis).
237 Consumer Code, Art. 27(9-bis).
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To provide consumers with greater administrative protec-
tion for contracts entered into with businesses, an amendment
to the Consumer Code now provides that the Authority may,
upon request of consumer organizations or professional asso-
ciations, on its own initiative, or pursuant to a consumer com-
plaint, declare that certain clauses contained in contracts en-
tered into by adhering to general conditions of contract or by
executing a standard form, to be unconscionable. Any failure to
cooperate with an investigation by the Authority by not provid-
ing information, may be fined in amounts ranging from 2,000
euros to 20,000 euros and businesses that furnish false informa-
tion will be subject to fines ranging from 4,000 euros to 40,000
euros. The Authority’s ruling is to be posted on its website, the
business’ website, as well as publicized by any other means
useful to inform consumers of its holding. Failure of a business
to publish the Authority’s ruling on its website will lead to the
levy of a fine of 5,000 euros to 50,000 euros. Businesses may
also consult with the Authority to ascertain the legality of con-
tract clauses they intend to use. Clauses reviewed in advance by
the Authority cannot be the subject of a review at a later date.238

Decisions of the Authority may only be appealed to the ad-
ministrative courts.239

The Consumer Code also provides for the voluntary con-
trol of unfair practices by self-regulatory bodies.240 Parties may
agree to postpone making a complaint to the Authority until the
self-regulatory body has issued a final decision. If a proceeding
has already commenced before the Authority or is subsequently
commenced, any interested party may ask that the proceeding
be suspended for up to 30 days. It is up to the Authority, how-
ever, to decide whether a suspension should be granted.241

(3) Consumer Contracts

(a) Binding Contracts

Law No. 52 of February 6, 1996, implemented the EC Di-
rective concerning unfair terms in binding contracts and these
provisions are now part of the Consumer Code.242 Contracts
on printed forms must be in clear, intelligible language and
any ambiguous terms are to be interpreted in favor of the con-
sumer.243 Any clause in a consumer contract that creates a sig-
nificant imbalance to the consumer’s detriment, even if insert-
ed in good faith, is unfair.244 Such clauses will be void, while
the remainder of the contract will continue to be valid.

Certain contract clauses, for example, those asserting the
seller’s right to modify the contract unilaterally without a jus-
tified reason being provided in the contract, or provisions al-
lowing the price of goods to be established on delivery, are pre-

238 Consumer Code, Art. 37-bis, as added by DL No. 1, Jan. 24, 2012, Art.
5, as amended by Law No. 27, March 24, 2012.

239 Consumer Code, Art. 27(14).
240 Consumer Code, Art. 27-ter (1), (2).
241 Consumer Code, Art. 27-ter (3).
242 Prior to the implementation of EC Directives on binding contracts and

door-to-door sales, the only protection available to consumers was the formal-
istic approach taken by CC, Arts. 1341 and 1342, which require that, to be
binding, clauses containing certain types of standard conditions favoring the
party that prepared the contract must be specifically and separately approved in
writing.

243 Consumer Code, Art. 35.
244 Consumer Code, Arts. 33 and 36.

sumed to be unfair unless proven by the seller to have been
the subject of specific negotiation.245 In any event, the follow-
ing clauses are void regardless of whether they were specifical-
ly negotiated, namely clauses that:

(i) Exclude or limit the seller’s liability for the death of, or
personal injury to, the consumer;

(ii) Exclude or limit the consumer’s right of action against
the seller or other party in the event of total or partial
breach or nonconforming performance by the seller; or

(iii) Foresee or allow the binding of the consumer by ex-
tension to provisions that the consumer in fact did not have
the opportunity to be informed of before the conclusion of
the contract.246

In addition, any clause providing for the application of the
law of a non-EU country will be void if the contract has a clos-
er connection with an EU Member State and the clause has the
effect of depriving the consumer of the protection described
above.247

The law also creates a right for consumers, consumer as-
sociations, professionals and chambers of commerce to petition
a court to prohibit the use of a contract clause where its uncon-
scionability has already been ascertained.248

(b) Door-to-Door and Similar Sales

With respect to door-to-door and similar sales, a consumer
entering into a sales contract outside of the seller’s place of
business is granted additional protection. The consumer must
be informed in writing of the right to cancel the contract within
14 business days of the signing of the contract or the receipt of
the merchandise.249 The 14-day period commences:

(i) On the day the order containing the information regard-
ing cancellation is signed or, if no order is signed, on the
date the information is received for those service contracts
or contracts for the supply of goods where the seller has
either shown the consumer the goods or explained the ser-
vices; or

(ii) On receipt of the goods, if the goods are received after
the contract was signed, for those contracts for the supply
of goods where the purchase was made without the pres-
ence of the seller, or where the goods shown to the con-
sumer are different from those purchased under the con-
tract.250

A consumer that is not so informed or that is given in-
correct information has 12 months from the expiration of the
14-day cancellation period to cancel.251 Real property, insur-
ance and securities contracts, and contracts for the supply of
food and beverages are not subject to this law.252

245 Consumer Code, Art. 33.
246 Consumer Code, Art. 36 (2), (c).
247 CC, Consumer Code, Art. 36(5).
248 Consumer Code, Art. 37.
249 Consumer Code, Art. 52(1), (f), as amended by D. Lgs. No. 21, Feb. 21,

2014.
250 Consumer Code, Art. 64(1).
251 Consumer Code, Art. 53(1).
252 Consumer Code, Art. 47.
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(c) Distance Contracts

A distance contract is a contract entered into through a sys-
tem of sales or service offering organized by the supplier us-
ing solely one or more communication techniques through to
the moment the contract is executed.253 A consumer for this pur-
pose is defined as an individual who is acting for purposes that
do not relate to engagement in any professional activity. An
essential element in characterization as a distance contract is
the absence of the simultaneous physical presence of the sell-
er and the purchaser (off premises). Among the techniques in-
volved are mass mailings with or without an address, news-
paper publicity with sales coupons, catalogues, telephone calls
(whether or not using an operator), radio, teletext, electronic
mail, fax, television and the like. The law does not apply to:
distance contracts relating to financial services, automatic me-
chanical distribution devices, telephone service contracts en-
tered into through the use of public telephones, real property
contracts other than rentals, or auction sales.254

The law requires the following information to be provided
to the purchaser:255

(i) The identity of the seller;

(ii) The essential characteristics of the merchandise or the
service;

(iii) The price, including all taxes and the cost of delivery;

(iv) The means of payment, the mode of delivery of the
merchandise or service and any other performance under
the contract;

(v) The existence of the right to cancel (or the exclusion
thereof);

(vi) The means and time limit for the return or withdrawal
of the merchandise in the event of cancellation;

(vii) Any additional cost attributable to the use of distance
sale techniques;

(viii) The time limit for the validity of the offer and the
price; and

(ix) The minimum term for contracts for the sale of the
goods or the rendering of the services.
The above information must be clearly provided in a man-

ner adequate to the type of communication being used. The
consumer must be given confirmation of the transaction in writ-
ing or, at the consumer’s option, through another lasting means
of communication available to him. Such information is to be
supplied before or at the moment of the conclusion of the con-
tract. At the same time, information must be supplied with re-
gard to: the right to cancel; the geographic location of the seller,
to which complaints may be addressed; information concerning
service and commercial guarantees with respect to the product;
and conditions for the cancellation of a contract for an indefi-
nite period or in excess of one year.256

253 Consumer Code, Art. 50.
254 Consumer Code, Art. 51.
255 Consumer Code, Art. 49.
256 Consumer Code, Art. 53. However, with the exception of providing the

geographic location for consumer complaint purposes, this information need

Italian law provides a right to cancel without penalty and
without any requirement to provide a reason for cancellation
within 14 business days (rather than seven business days as in
the EU Directive), calculated as follows:257

(i) In the case of goods, from the date on which the goods
are received, or within three months in the event that the
required information was not supplied on a timely basis;
and

(ii) In the case of services, from the date of stipulation of
the contract; but if the information requirements have not
been met, the term is extended to three months.
Unless otherwise agreed between the parties, the seller

must perform his/her part of the contract within 30 days of the
day following that on which the purchaser transmits his/her or-
der.258

(4) Labels

Labelling legislation is substantially stricter than that reg-
ulating advertising. As noted in (2), above, the legal principles
applied to advertising are drawn chiefly from unfair competi-
tion law. Restrictions on labels conform more closely to con-
tract law. The information on a label is considered similar to an
express declaration in contract negotiations inducing a party to
sign or, in this case, a consumer to buy. Thus, in affixing a la-
bel to its products, the manufacturer is not only required to be
truthful but is held to a positive duty of disclosure.

Special label legislation has extended the duty of disclo-
sure to the required identification of the specific properties of
certain products, such as food and beverages.259 Thus, an indica-
tion of the minimum shelf-life or expiration date of foodstuffs
must be easily visible, clearly legible and indelibly printed in
a manner that is no less visible than the product’s indication
of quantity, and placed where it is easily identifiable by con-
sumers. Subject to certain exceptions, the sale price and the per-
unit price of non-food products, as well as foodstuffs, must be
clearly indicated.260

Breach of the duty of disclosure is generally deemed to be
a lesser offense than violation of the duty of truthfulness. Crim-
inal sanctions are available for punishment of those that “sell
or otherwise place on the market” products carrying mislead-
ing written information about the components or qualities of
the products that are likely to deceive the buyer. However, it
should be noted that, with respect to both types of violations,
monetary, rather than criminal, sanctions are usually imposed
by the courts.

not be provided when the services rendered by distance communication are pro-
vided in a single performance, and are invoiced through the same means of dis-
tance communication.

257 Consumer Code, Art. 52. In a decision issued in 2017, the Antitrust Au-
thority fined several phone service providers as, during the 14-day period with-
in which consumers have the specific right to cancel, they had activated phone
services without receiving the consumers’ express consent to do so. See Con-
solidated Decision Antitrust Commission of July 18, 2017, of cases PS 10027,
PS 110684, PS 10685, PS 10686, and PS 10695.

258 Consumer Code, Art. 54.
259 D. Lgs. No. 231, Dec. 15, 2017, Arts 17–19.
260 Consumer Code, Arts. 13–17.
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4. Industrial Property

Legislative Decree No. 30 of February 10, 2005 — the In-
dustrial Property Rights Code (the “Code”) — which entered
into force on March 19, 2005, simplified and reorganized the
existing rules governing patents, utility models, designs, plant
varieties, semiconductor topographies, trademarks and other
distinctive signs, geographical indications, designations of ori-
gin and trade secrets. However, the Code does not govern soft-
ware, copyrights, and biotechnology inventions, as these are
regulated by separate legislation.261

a. Patents

Patents for industrial inventions are available to both Ital-
ians and foreigners. The duration of an industrial patent is 20
years from the date on which the application is filed and cannot
be renewed or extended.262 To be patentable, in addition to be-
ing lawful, an invention must be new, involve an inventive ac-
tivity in any field of technology, and be appropriate for indus-
trial application.263 Discoveries, scientific theories and mathe-
matical methods, principles and methods for intellectual activ-
ities, games or commercial activities, computer programs and
the presentation of information are not considered inventions.264

Similarly, methods for the surgical or therapeutic treatment of
humans or animals, and diagnostic methods are not considered
inventions, although the products used to execute one of those
methods are considered inventions.265 Plant or animal varieties
or essentially biological processes for their production, includ-
ing new plant varieties where the invention consists solely in
the genetic modification of another plant variety even where
this change is the result of genetic engineering, are not consid-
ered inventions.266 A patent of improvement may be granted for
an invention based on the patent of another person, but such a
patent may not be exploited without the permission of the own-
er of the basic patent.267

Although the right to file or use a patent is fully transfer-
able, the right of recognition as the inventor is inalienable, so
that, when a patent is filed by an assignee, the inventor must
be recognized as such in the application.268 Similarly, an em-
ployer of a researcher has the right to file for a patent with re-
spect to patentable inventions developed by the employee, but
the inventor has a moral right to recognition.269 Moreover, an
employee who was not hired for research but who develops an
invention in the course of his/her duties that is patented by the
employer has a right to fair compensation for his/her invention,
even though the rights to the patent vest in the employer.270

While the foregoing provisions make it clear that an em-
ployer has the right to its employee’s inventions in most em-

261 See Law No. 633 of April 22, 1941 (software and copyright); Law No.
78 of Feb. 22, 2006, implementing EC Directive 98/44 (biotechnology).

262 D. Lgs. No. 30, Feb. 10, 2005 (the “Intellectual Property Code”), Art.
60.

263 Intellectual Property Code, Arts. 45–50.
264 Intellectual Property Code, Art. 45(2).
265 Intellectual Property Code, Art. 45(2)–45(4).
266 Intellectual Property Code, Art. 45(4).
267 Intellectual Property Code, Art. 68.2; CC, Art. 2587.
268 CC, Art. 2589.
269 Intellectual Property Code, Art. 64(1).
270 Intellectual Property Code, Art. 64.2.

ployment situations, until quite recently Italian intellectual
property legislation recognized what was referred to as the
“professor’s privilege”. The old Article 65 of the IPC provided
that professors and researchers who in the course of an em-
ployment relationship with a university or public research in-
stitution developed a patentable invention had the right to that
patent. Law No. 102 of July 24, 2023, amended Article 65 to
provide that when the invention is made in the course of em-
ployment, the employee (inventor) must disclose the invention
to the institution. The institution then has a six-month period,
which can be extended by a further three months, to apply for
the patent. If the institution does not apply for the patent af-
ter the six-month period, the inventor may then apply for the
patent.

The Italian Patent and Trademark Office grants patents
without prior examination of the novelty and originality of an
invention, although it does verify the qualification of the dis-
covery as a patentable invention, the unity of the invention,
and the distinction between an invention and a utility model.271

However, a patent is invalid if the invention lacks the require-
ments of novelty, inventive activity, and industrial capability;
if it is contrary to public order; if the description of the inven-
tion is too vague for the invention to be exploited by a third
party; if it has been filed by a person not entitled to do so; or if,
during the course of the patent procedure, changes have been
introduced that expand the contents of the patent beyond that
of the original application.272

A patent can be declared null by a court after a procedure
filed with one of the 12 tribunals having exclusive jurisdiction
in these matters with special sections established for industrial
and intellectual property matters.273

Italian legislation provides that a compulsory license of
any patent (including a patent for a utility model) not exploited
in Italy for three years from the date the patent was granted or
four years from the filing of the application can be claimed by
any person.274 A patent enters into the public domain if it is not
exploited by the owner or any licensee within two years of the
granting of the first license.275 The requirement of exploitation
of the invention in Italy is met by the importation into Italy of
goods produced in states that are members of the EU, the EEA
or the World Trade Organization (WTO).276

Because EU antitrust law prohibits the impairment of
competition between EU Member States, the holder of exclu-
sive patent rights in more than one country may not restrict the
import into one of those countries of goods produced under his/
her patents in another country.

A civil action for injunctive relief and pecuniary and spe-
cific damages may be brought by a patent owner against an
alleged infringer before one of the specialized Tribunals. The
burden of proving the existence of the patent and its infringe-
ment by the defendant lies with the plaintiff, while the defen-

271 Intellectual Property Code, Arts. 160 and 170(1)(b).
272 Intellectual Property Code, Art. 76.1.
273 D. Lgs. No. 168, June 27, 2003, Arts. (3), (4). See also discussion at I.,

above, regarding specialized tribunals.
274 Intellectual Property Code, Arts. 70 and 86(2).
275 Intellectual Property Code, Art. 70(4).
276 Intellectual Property Code, Art. 69(3).
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dant may raise and prove the affirmative defense of invalidi-
ty.277

Patent protection in Italy may also be obtained by regis-
tering a European patent in accordance with the Convention of
Monaco of October 5, 1973, ratified by Italy (together with the
implementation regulation) by Law No. 260 of May 26, 1978.

b. Patents for Utility Models and Registration of
Designs and Models

Patents for utility models protect new forms that confer on
a known product a particular utility or convenience of applica-
tion or use.278 Such patents, like those for inventions, must meet
the requirements of novelty and originality; what distinguishes
the two types of discovery is the fact that, while an invention
must consist of a new solution to a technical problem, a utili-
ty model involves only the formal and executive aspects of that
which is already known.

A patent for a utility model is valid for 10 years from the
date on which the application is filed.279

The registration of a design or model relates to the aesthet-
ic aspect of the product and does not have any functional val-
ue.280

A design or model must meet the requirements of lawful-
ness, novelty and individual character.281 With respect to nov-
elty, certain forms of dissemination are considered irrelevant
(that is, they do not destroy the existence of that condition),
such as communication to third parties who are bound by secre-
cy and dissemination effected by the author within 12 months
prior to the date of registration (the grace period).282

Registration of a design or model is valid for five years
from the date on which the application is filed and can be ex-
tended for successive five-year periods, up to a maximum of 25
years.283

c. Trademarks

The registration of trademarks is also governed by D. Lgs.
No. 30 of February 10, 2005, which abolished RD No. 929 of
June 21, 1942. As a result of intense harmonization activity on
the part of the EU, the substantive principles that form the ba-
sis of trademark legislation in all the Member States are today
largely identical. Some differences remain, however, in the pro-
cedures for registration.

Any person or entity, whether domestic or foreign, may
apply for the registration of a trademark in Italy. Registration
may be made at the Patent and Trademark Office in Rome or
locally at the Chamber of Commerce, or in Geneva under the
international registration rules of the Madrid Arrangement and
Protocol,284 as well as by the registration of an EU trademark
in accordance with the EU regulation.285 A trademark may con-

277 Intellectual Property Code, Arts. 121, 124–126, and 128–132.
278 Intellectual Property Code, Art. 82.
279 Intellectual Property Code, Art. 85.
280 Intellectual Property Code, Art. 31.
281 Intellectual Property Code, Arts. 32–33-bis.
282 Intellectual Property Code, Art. 34.
283 Intellectual Property Code, Art. 37.
284 Madrid Arrangement, April 14, 1891, on the International Registration

of Trademarks; Madrid Protocol, June 27, 1989. Italy has ratified the Protocol,
which entered into force on April 17, 2000.

sist of a new sign that can be represented graphically and, in
particular, in words (including names of persons), designs, let-
ters, numbers, sounds, forms of the product or of the packaging,
color combinations and tones.286 To qualify for registration as a
trademark, a mark must not only be novel and lawful, but must
have a distinctive quality so as to distinguish its products from
those of other enterprises.287

On the filing of an application, priority can be claimed
based on a prior registration made in a member country of the
Paris Convention within the previous six months. Similarly, the
Italian filing may be claimed as the priority for subsequent fil-
ings in the same countries in the following six months.288

The Italian Patent and Trademark Office examines appli-
cations with respect to the formal requirements, as well as the
existence of the conditions of legality, distinctive capacity and
non-deceptiveness of the mark, but does not engage in any pre-
ventive examination concerning novelty.289

The Intellectual Property Code provides for a procedure
for filing opposition to the granting of a patent. Opposition
must be filed within three months after publication of the ap-
plication by owners of identical or similar prior trademarks.290

A trademark can be declared null by a court in an action filed
with one of the 20 specialized tribunal sections referred to in i.,
below.

Trademarks are valid for renewable periods of 10 years but
enter the public domain if they are not used in Italy for a period
of five years without justification. The use of one of a series of
similar registered trademarks will sustain the validity of all of
them.291 Expiration for failure to use a trademark cannot be de-
clared if use of the trademark began or was resumed before the
filing of the judicial claim for expiration.

An Italian trademark may be freely transferred or licensed.
The license need not be exclusive. The only limitation is that
the transfer may not be deceptive to consumers.292

Both criminal293 and civil actions may be brought for the
infringement of a trademark. As in the case of the infringement
of a patent, the burden of establishing the existence of a trade-
mark and the infringement are with the plaintiff, while the de-
fendant must set up and prove an affirmative defense of inva-
lidity. A claim for nullity of a trademark on the grounds of the
priority of another registration can only be made by the owner
of the prior mark. The Italian Civil Code provisions on unfair
competition294 afford a certain amount of protection to a de fac-
to trademark, but the owner has the burden of proving its exclu-
sive use, whereas the registration of a trademark is conclusive.

EU antitrust legislation and the Code do not permit the
owner of a trademark in one EU Member State to prohibit the

285 Regulation 40/94/CE.
286 Intellectual Property Code, Art. 7.
287 Intellectual Property Code, Arts. 7 and 12–14.
288 Intellectual Property Code, Arts. 4 and 169; Paris Convention, March

20, 1833, Art. 4.
289 Intellectual Property Code, Arts. 158 and 170(1)(a).
290 Intellectual Property Code, Arts. 176–184.
291 Intellectual Property Code, Arts. 15(4), 16, and 24(1).
292 Intellectual Property Code, Art. 23.
293 Penal Code, Art. 473.
294 CC, Art. 2598(1).
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importation of goods introduced into the EU by the owner of
the mark or with the owner’s consent.295

Comment: When licensing a foreign trademark to an Ital-
ian licensee, it should be borne in mind that the most effective
litigating posture requires that the owner be entitled to bring an
action for infringement and that the licensee must join in the
action, because it is the licensee that has actually sustained the
damage.

d. Copyrights

Rules relating to copyrights are contained in Articles
2575–2583 of the Civil Code and in Law No. 633 of April 22,
1941, as amended. A copyright attaches to all intellectual ex-
pressions at the time of creation without any further require-
ment having to be met.296 A prime consequence of this rule is
the enforceability of the copyright from the moment of the cre-
ation of the work to which it is related. The subsequent appli-
cation for registration of the work, required by the copyright
laws, is irrelevant to the creation of the right; it is intended only
to convey its existence to third parties.

The author has exclusive publication and assignment
rights, as well as the right to have his/her work faithfully repro-
duced and to be acknowledged as its author. Such “tradition-
al” rights have been expanded to take account of new technolo-
gies for the dissemination of copyrighted works. In particular,
the exclusive right of the owner to reproduce the work even
temporarily and to put it at the disposal of the public in such a
manner that each member of the public has access in the place
and at the moment individually chosen, has now been recog-
nized.297 Further, provisions have been enacted, including crim-
inal penalties, for technological means of protection aimed at
impeding or limiting actions that are not authorized with re-
spect to protected works.298 The law requires all transfers of
rights relating to the exploitation of a work to be in writing, for
purposes of proof.

e. Software

As part of the EU-wide effort to combat software piracy,
Italy has amended its Copyright Act to include the protection of
computer programs. Protection is granted to any form of com-
puter program that is an original product of the author’s in-
tellectual creation. Excluded from protection are the ideas and
principles underlying a program and its interfaces.299

The amendments to the Copyright Act confer exclusive
rights to control the following operations:

(i) Any reproduction of the program in any form or by any
manner. To the extent that loading, displaying, running,
transmitting or storing of the program necessitates repro-
duction, these operations are also subject to the authoriza-
tion of the rightholder.

(ii) The translation, adaptation, arrangement or any other
alteration of the program and the reproduction of the re-

295 Intellectual Property Code, Art. 5.
296 CC, Art. 2576.
297 Law No. 633, April 22, 1941, Art. 16, as amended by D. Lgs. No. 68,

April 9, 2003.
298 Law No. 633, April 22, 1941, Art. 102-quater.
299 Law No. 633, April 22, 1941, Art. 2 (8).

sults thereof. However, if these acts are essential to the use
of the program by the lawful acquirer, in accordance with
its intended purpose, they are not subject to authorization.

(iii) Any form of distribution to the public, including the
rental of the original program or copies thereof, is prohib-
ited, except that the rightholder’s distribution right is ex-
hausted with the first sale directly by the rightholder, or
with the rightholder’s consent, in the EU of a copy of the
program. The right to control further rental of the copy is
not exhausted on the first sale.300

Despite the rightholder’s protections listed above, a person
that has acquired the right to use a program may not be prohib-
ited from making a back-up copy if necessary for the use of the
program, nor may such a person be prohibited from observing,
studying or testing the program’s functioning to ascertain the
principles and elements underlying it.301

Nor can a rightholder compel a lawful acquirer to seek au-
thorization for decompilation where: it is fundamental to the
interoperability of the independently created program with oth-
er programs; the information for interoperability is not readily
available; and the acts are limited to the parts that are essential
to achieving interoperability. Contracts that prohibit decompi-
lation are null and void.302 A lawful acquirer cannot use infor-
mation gained through decompilation for purposes other than
interoperability, i.e., for third parties, or actions that infringe on
the program’s original copyright.303

The law also provides for criminal liability for software
piracy. It is a crime to engage in the unauthorized copying of
computer programs, or to distribute or possess unauthorized
copies of programs for resale. It is also a crime to place in cir-
culation, or to possess the means to remove or avoid, computer
program protection systems. If convicted, a perpetrator may be
sentenced to up to three years in jail and fined between 2,582
euros and 15,493 euros.304

f. Databases

In conformity with EC Directive 96/9, Italy has extended
the protection afforded to both designers of databases and in-
vestors that make the development of databases possible.305 The
protection of the work of the originator or designer involves an
extension of the copyright concept to the form of expression,
which constitutes an intellectual creation by the author in addi-
tion to content.306 The extension applies to the structure of both
electronic and hard copy databases.

The law also establishes an exclusive economic right in fa-
vor of the manufacturers of databases. This right, which is sui
generis, is intended to protect the creators of a database with re-
spect to their investment of time and money, and their efforts to

300 Law No. 633, April 22, 1941, Art. 64-bis, as added by D. Lgs. No. 518,
Dec. 29, 1992.

301 Law No. 633, April 22, 1941, Art. 64-ter.
302 Law No. 633, April 22, 1941, Art. 64-quater (1).
303 Law No. 633, April 22, 1941, Art. 64-quater (2).
304 Law No. 633, April 22, 1941, Art. 171-bis, as amended by Law No. 248,

Aug. 18, 2000.
305 Law No. 633, April 22, 1941, as amended by D. Lgs. No. 169, May 6,

1999.
306 Law No. 633, April 22, 1941, Arts. 1 (2) and 2 (9), as amended by D.

Lgs. No. 169, May 6, 1999.
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establish a database, regardless of whether the database is itself
innovative. This protection is valid for an initial period of 15
years and can be renewed if there are further substantial invest-
ments. Since most network services in the developing informa-
tion society are operated from databases, this protection is of
great importance. It should be noted that the law also provides
that, when a database is created by an employee, the employer
automatically acquires rights to utilize the database, without af-
fecting the copyright protection of the employee.

g. Designs

In implementing EC Directive 98/71307 relating to the pro-
tection of designs and models, Italy definitively established that
works of “industrial design” meeting the requirements of cre-
ative character and artistic value are to be considered protect-
ed by copyright law.308 At the same time, the prohibition on
the combination of copyright protection with protection under
a patent of ornamental design (now registration for a design or
model) was repealed. Subsequently, a transitional provision309

was issued providing that no protection would be extended to
works of industrial design that were or fell into the public do-
main before April 19, 2001.310

h. Biotechnology Patents

In implementing EC Directive 98/44 relating to the legal
protection of biotechnological inventions, the Italian legislature
confirmed that, within certain limits, inventions that are new,
that involve an inventive step and that may have an industrial
application are patentable even if they have to do with a product
consisting of or containing biological material, or a process by
means of which biological material is produced, processed or
used.

i. Litigation

Legislative Decree No. 168 of June 27, 2003, instituted
special sections in the Tribunals and Courts of Appeal of the
districts of Bari, Bologna, Catania, Florence, Genoa, Milan,
Naples, Palermo, Rome, Trieste, Turin, and Venice that, as of
July 1, 2003, have exclusive jurisdiction over matters involving
industrial and intellectual property in all cases filed, involving
trademarks, patents, utility models, designs and copyright, and
unfair competition cases involving interference with industrial
and intellectual property rights.

Legislative Decree No. 168 was amended to increase the
number of these special sections to 20 and to expand the juris-
diction of these tribunals to include class action suits, as well as
commercial and corporate litigation (see I.C., above).

5. Carbon Border Adjustment Mechanism

The Carbon Border Adjustment Mechanism (CBAM) is
a landmark EU environmental policy designed to equalize the
price of carbon between domestic products and imports. The
primary goal is to prevent carbon leakage, which occurs when
EU-based companies move carbon-intensive production abroad

307 D. Lgs. No. 95, Feb. 2, 2001, implementing EC Directive 98/71.
308 Law No. 633, April 22, 1941, Art. 2 (10), added by D. Lgs. No. 95, Feb.

2, 2001.
309 D. Lgs. No. 30, Feb. 10, 2005, Art. 239.
310 Date of entry into force of D. Lgs. No. 95, Feb. 2, 2001.

to countries with less stringent climate rules. The CBAM re-
quires importers to purchase “CBAM certificates” to cover the
carbon emissions generated during the production of goods im-
ported into the EU. The price of these certificates is linked to
the weekly average auction price of the EU Emissions Trad-
ing System (ETS) allowances. The system currently covers the
high-pollution sectors of cement, iron and steel, aluminum, fer-
tilizers, electricity, and hydrogen. The rollout is divided into
two distinct periods:

i. Transitional Phase (October 2023 to December 2025):
This was the learning phase. Importers were only required
to report the direct and indirect emissions embedded in
their goods on a quarterly basis. No financial payments
were required during this period.

ii. Definitive Phase (starting January 2026): Importers
must be officially authorized and begin purchasing certifi-
cates. The first annual report for 2026 emissions was due
by May 31, 2027.
Italy has integrated the EU regulation through its national

administrative framework. The Ministry of Environment and
Energy Security (MASE) is the designated National Competent
Authority (NCA). It manages the authorization of importers
and oversees compliance. As of January 1, 2025, Italian com-
panies must apply for the status of Authorized CBAM Declar-
ant through the MASE portal to continue importing regulated
goods after the transitional period ends. The Customs and Mo-
nopolies Agency (ADM) works with MASE to monitor imports
at the border and ensure that declarations match the physical
goods entering the country. Italy applies the EU-wide threshold
where consignments with an intrinsic value of less than 150 eu-
ros or certain low-volume imports (under 50 tons per year for
specific goods) are exempt from reporting.

D. Labor Relations

Under Italian law, the rights of workers are principally
governed by the Statuto dei Lavoratori (the “Statuto”),311 a
workers’ bill of rights, reinforced by a procedural law312 in-
tended to ensure prompt judicial action. These statutes, coupled
with national collective bargaining agreements, which are peri-
odically renegotiated on an industry-wide basis, provide a com-
prehensive framework for labor relations that is generally fa-
vorable to the Italian worker.

The right to form unions and the right to strike are consti-
tutionally granted prerogatives of Italian workers.313 Unions can
file petitions in court314 for the enforcement of workers’ rights
where management violations are asserted. The statutorily en-
hanced rights of the workforce are numerous and the trend of
judicial decisions interpreting them has been, until recently, ex-
ceptionally pro-labor.

At the end of 2014, Parliament passed legislation delegat-
ing to the government the authority to pass legislative decrees
to reorganize labor contracts and the approach to individual ter-

311 Law No. 300, May 20, 1970.
312 Law No. 533, Aug. 11, 1973; further amended by Law No. 5, Feb. 19,

1998.
313 Cost., Arts. 39 and 40.
314 Law No. 300, May 20, 1970, Art. 28.
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minations.315 In March 2015, the government adopted a legisla-
tive decree with new provisions for individual terminations to
be applied to hirings after March 7, 2015. These provisions can
be summarized as follows:

(i) Invalid economic terminations: these cases will no
longer require re-hiring and the indemnity to be paid to
the wrongfully terminated worker will vary depending on
length of employment. Thus, for each year of employ-
ment, an employee will be entitled to two months of salary
up to a maximum of 24 months. The law further provides
that, in any event, the indemnity to be paid will be no less
than four months of salary;316

(ii) Invalid disciplinary terminations: depending on the
type of invalidity, the judge can decide whether an indem-
nity is to be paid or the employee rehired;

(iii) Discriminatory terminations, by definition always in-
valid: the employee is to be rehired regardless of the size
of the employer’s business (i.e., applies even to businesses
with fewer than 15 employees).

1. Workers’ Rights

The Statuto codified and very significantly enlarged work-
ers’ rights. Workers may meet on their employer’s premises at
any time after working hours, and for 10 hours during working
hours in any one year.317 Management must make space avail-
able for the posting of union notices and must not attempt to
suspend in any manner the broad permission granted the unions
by the law.318

Discrimination based on religious, political or union affil-
iation is strictly forbidden and, more importantly, hiring deci-
sions may not be based on information resulting from investi-
gation into such matters. Audio-visual surveillance of workers
on the job is prohibited.319 However, such surveillance may be
allowed for safety, organizational, or productive purposes, as
well as for the protection of company property, provided the
surveillance is agreed to in the national collective contract or,
if not agreed to therein, authorization is agreed to by the lo-
cal Labor Inspectorate. Personal inspections are allowed only
at certain checkpoints agreed to in advance with the workers’
representative. Employers may request a social welfare physi-
cian’s corroboration of an employee’s reported illness, but an
employee need not submit to an examination by company doc-
tors.320

Where it is determined that workers’ rights have been vio-
lated by an employer, the courts can impose remedies, the im-
plementation of which is not deferred by the filing of an appeal.

2. Collective Bargaining Agreements

National or local representatives of management associa-
tions and labor unions negotiate the National Collective Con-
tracts (NCCs) that provide the main economic terms and sup-
plement the provisions of the labor laws in regulating labor

315 Law No. 183, Dec. 12, 2014.
316 D. Lgs. No. 23, March 4, 2015, Art. 3.
317 Law No. 300, May 20, 1970, Art. 20.
318 Law No. 300, May 20, 1970, Art. 20.
319 Law No. 300, May 20, 1970, Art. 4.
320 Law No. 300, May 20, 1970, Art. 5.

practices. The provisions of an NCC signed prior to October
3, 1959, have the force of law on promulgation by Presidential
Decree for many categories of employees. Even employers or
employees not belonging to the groups that were party to such
an NCC are bound thereby. Agreements signed after that date
are, however, legally binding only on their signatories and per-
sons that have formally chosen to abide by them.

In either case, the courts are invariably mindful of the
terms of NCCs in devising the minimum constitutional stan-
dards for the protection of workers’ interests under Article 35
of the Constitution. Thus, in negotiating terms less favorable
to his/her employees than the corresponding provisions of the
applicable NCC, an employer runs the risk that, if even only a
single worker protests, a court may hold that the terms of the
NCC are the minimum norms acceptable constitutionally.

Italian workers fall into the following four categories, the
varying rights and privileges of which are carefully fixed by the
relevant provisions of the NCCs:

(i) Blue-collar, factory, or manual workers (operai);

(ii) White-collar workers, such as office employees and
clerks (impiegati);

(iii) White-collar workers that have higher functions with-
out being supervisory personnel (quadri); and

(iv) Supervisory personnel (dirigenti).
Additional sub-classifications of both white- and blue-col-

lar workers affect minimum pay and other rights provided un-
der the relevant NCC. The agreements specify in detail the rel-
atively infrequent circumstances under which a worker is pro-
moted from one category to another.

Apprentices, or workers between the ages of 15 and 29
(apprendisti), are hired and compensated in accordance with
special laws and agreements.321

Part-time employment is regulated by Legislative Decree
No. 61 of February 25, 2000, which permits the following three
categories of part-time employment:

(i) Horizontal: where the employee works on a reduced
daily schedule;

(ii) Vertical: where the employee works full-time, but the
activity is limited to certain periods during a week, month
or year; and

(iii) Mixed: where the employee works under a mix of the
other two categories of part-time employment.322

3. Labor Relations

The major features of Italy’s highly detailed regulation of
labor relations are discussed in 4., below.

4. Hiring

All employees must be provided with a hiring letter setting
forth the terms of their employment, including the trial period
(see a., below) to which they will be subject before the first day
of work, or the employer will be subject to a fine ranging from
250 euros to 1,500 euros per employee who did not receive a

321 D. Lgs. No. 81, June 16, 2015, Title V.
322 D. Lgs. No. 61, Feb. 25, 2000, Art. 1(c), (d), (d-bis).
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hiring letter as provided by law.323 In addition, by no later than
the day before the hiring is to commence, an employer must no-
tify the Servizio per l’Impiego (Hiring Service Center) by filing
an on-line notification of the hiring, unless productive needs
prohibit the filing, in which case five days are granted from the
day the employee begins work.324 Failure to notify could subject
the employer to a “maxi fine,” as follows, for having hired an
employee off the books in cases where the employee has actu-
ally worked for the following periods:

(i) Up to 30 days: a fine from 1,500 euros to 9,000 euros
per worker;

(ii) Between 31 days and 60 days: a fine from 3,000 euros
to 18,000 euros per worker; and

(iii) More than 60 days: a fine from 6,000 euros to 36,000
euros per worker.325

In cases where it is clear from the employer’s past behav-
ior that it was not its intent to hire a worker off the books, and
the employer rectifies the situation before inspection by paying
all social charges due, or files the notice before the first social
charges are due (i.e., before the 16th of the next month), the
employer will not be subject to the maxi fine, but will be sub-
ject to the standard fine which ranges from a minimum of 100
euros to a maximum 500 euros per employee.326

Employers of more than 15 individuals also must comply
with labor department directives by hiring specified percent-
ages and types of disabled individuals.

a. Employment Period

An employment agreement may provide for a trial period
(periodo di prova) within which either party may terminate the
agreement without having to provide notice or justification. A
trial period can only be agreed to in writing,327 may not be re-
newed or extended, and may not exceed the limit established by
law or the relevant NCC. The trial period is regarded as part of
the period of service for all purposes, should the employee be
hired permanently.

An employer may hire an employee pursuant to a fixed
term contract (Contratto a tempo determinato)328 when the em-
ployer has specific technical, productive or organizational
needs, or if the employer must temporarily substitute an em-
ployee (for example, for an employee on maternity leave or
sick leave). Through October 31, 2018, these reasons did not
need to be stated if the contract does not exceed a three-year pe-
riod329 and an employer could stipulate several fixed term con-
tracts for a total of 36 months with a maximum of five re-
newals in that time period, without any waiting period between
renewals.330 With the passage of DL No. 87 of July 12, 2018, re-

323 DL No. 510, Oct. 1, 1996, Art. 9-bis as converted by Law No. 608, Nov.
28, 1996, as amended by DL No. 112, June 25, 2008, Art. 40, para. 2.

324 DL No. 510, Oct. 1, 1996 Art. 9-bis, (2), Art. 2-bis as converted into law
by Law No. 608, Nov. 11, 1996; see also Ministerial Decree, Oct. 30, 2007.

325 D. Lgs. No. 151, Sept. 14, 2015, Art. 22 (1), (2).
326 D. Lgs. No. 276, Sept. 10, 2003, Art. 19(3).
327 CC, Art. 2096.
328 D. Lgs. No. 368, Sept. 6, 2001, which repealed both Law No. 230, April

18, 1962, and Law No. 56, Feb. 28, 1987, Art. 23, as amended by DL No. 34,
March 20, 2014.

329 D. Lgs. No. 368, Sept. 6, 2001, Art. 1, as amended by DL No. 34, Mar.
20, 2014, as amended by DL No. 87, July 12, 2018, Art. 1.

ferred to as the “Dignity Decree,” as of November 1, 2018, the
maximum length of a fixed term contract is 12 months, which
can be lengthened to 24 months, provided that a specific rea-
son, such as those indicated above, is specified in the contract.

In 2023, a further change was made to the fixed term con-
tract to provide that the maximum term for a contract may be
for 24 months (i.e., either one contract for the entire period,
four six-month contracts or two 12-month contracts). The spe-
cific reason for the contract is only needed after the first 12
months of the contract have lapsed. This means that if contracts
for six-month periods have been entered into with an employee,
the first two contracts need not have a specific reason in the
contracts.331

Employers may also make use of workers supplied by
an agency (staff leasing), which is the actual employer of the
worker. A worker may be supplied on a permanent or fixed-
time contract. Employees used under staff leasing fixed-term
contracts cannot exceed 30% of those employees directly hired
pursuant to permanent contracts.332 One employee in excess of
the limit will give rise to a fine of 20% for each month or frac-
tion of a month in excess of 15 days that the employee is paid
under such a contract; two or more hires beyond the ceiling will
give rise to a fine of 50% of the employee’s salary. Employers
with fewer than five employees have no restriction on the per-
centage of their work force hired with these types of contracts.

Further, with respect to Dignity Decree fixed-term con-
tracts (i.e., contracts that began on November 1, 2018 or there-
after), including those for staff leasing, that are extended, social
security contributions will be increased for the additional peri-
od by 0.5%.333

For employers with more than five employees, up to 20%
of the work force may be hired with these types of contracts.
Companies that violate this restriction by hiring one employee
beyond this ceiling will be fined 20% of the employee’s salary
for each month or fraction of a month in excess of 15 days that
the employee is paid under such a contract; two or more hires
beyond the ceiling will give rise to a fine of 50% of the employ-
ee’s salary. Employers with fewer than five employees have
no restriction on the percentage of their work force hired with
these types of contracts.334

The forms of employment established under Act No. 30/
2003 and Legislative Decree No. 276/20013 (the “Biagi Re-
form”) were amended by Law No. 92 of June 28, 2012 (the
“Fornero Reform”), as follows:

(i) Job-on-call (lavoro intermittente). This type of contract
permits an employer to call on a worker at any time, ac-
cording to its own needs, based on an agreement reached
with the worker, which may even be for a fixed period of
time. This contract provides for the employee to be paid a

330 Previous legislation required that 60 days (subsequently reduced to 10
days) elapse between the original contract and the renewal if the original con-
tract was for up to six months, and a period of 90 days (subsequently reduced
to 20 days) if the contract exceeded six months.

331 D.L. No. 48, May 4, 2023, Art. 24.
332 D. Lgs. No. 81 of 2015, as amended by DL No. 87, July 12, 2018, Art.

2(2).
333 DL No. 87, July 12, 2018, Art. 1.
334 D. Lgs. No. 368, Sept. 6, 2001 as amended by DL No. 34, March 20,

2014.
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sum as compensation for remaining available in the non-
working period, but it may only be used for workers aged
between 24 and 55 and cannot be used only for work dur-
ing weekends and holidays. Further, this contract may on-
ly be used for each employee for a maximum 400 days
of work in a period of three years. Should this limit be
exceeded, the contract will be converted to full-time per-
manent employment.335 Contracts underway as of July 18,
2012, when the Fornero Reform entered into force, that
were not in conformity with the new provisions were void-
ed.

(ii) Job-sharing (lavoro ripartito). Under this arrangement
two workers can jointly and severally undertake to work at
one position.

(iii) Forms of apprenticeship: qualified apprenticeship —
a contract intended to teach persons at least 15 years old
a trade or job skill, for a maximum period of three years;
professional apprenticeship — a training contract for per-
sons between 18 and 29 years of age, intended to teach
them a specific trade based on their acquiring specified
abilities; and specialized apprenticeship — a “formation”
(training) contract for persons between 18 and 29 years of
age to allow them to earn a secondary school diploma or
a university degree as well as a technical specialization.
All apprenticeships must last for a minimum of six months
and the hiring of apprentices is subject to the condition
that at least 50% of apprentices hired in the three previous
years have been hired as permanent employees by the
employer. Further, companies with at least 50 employees
must have at least 20% of their workforce hired pursuant
to apprenticeship contracts.336

(iv) Insertion contract — a formation contract (which re-
placed the former type of formation contract in the private
sector), by means of which certain categories of individu-
als are presumed to be disadvantaged (for example, work-
ers between 18 and 29 years old, those who have been
unemployed for a long period, women, workers over 50
years of age, individuals who have not worked for at least
two years, and handicapped individuals) could be inserted
or reinserted in an occupation through a specific individ-
ual project and adaptation to a particular business working
context. This type of formation contract was repealed by
the Fornero Reform and may no longer be used to hire em-
ployees after December 31, 2012.

(v) Project employment — this replaced the previous stan-
dard of coordinated and continued collaboration. Project
employment must be specified in writing and have as its
purpose a specific project that is within the entrepreneur’s
business purpose; a contract for a “program” or “portion
of a program” is no longer permitted. The contract pro-
visions had to describe the project in detail, specify the
length of the contract, payment terms (which may not be
less than the minimum pay established by the NCLCs),
and the manner in which the employment was to be co-

335 DL No. 76, June 28, 2013, Art. 7, as amended by Law No. 99, Aug. 3,
2013.

336 DL No. 34, March 20, 2014.

ordinated with the entrepreneur and brought into compli-
ance with legislation for health and safety in the work-
place. With some exceptions, as of 2015, this type of con-
tract can no longer be entered into. Further, beginning in
2016, those contracts which were still in force were to
be reviewed and those which were deemed continuous in
nature, in that they were constantly renewed, or those in
which the employer controlled the manner in which the
work was to be carried out, were converted to permanent
employment contracts.337

(vi) Occasional work — this involves occasional and dis-
continuous work with the same employer for not more
than 30 days in a calendar year. Total annual compensa-
tion for such work may not exceed 10,000 euros (adjusted
annually for inflation); in addition, when the work is car-
ried out for professionals and entrepreneurs, no more than
5,000 euros may be earned from each individual entrepre-
neur or professional.338

b. Compensation

Italian wages are usually higher than the minimum wages
fixed in an NCC. Mandatory wage increases are often stipulat-
ed by law or by contract, and most employees receive a cost-
of-living increase (contingenza), which is adjusted periodically
according to government economic indicators.

If the employee’s consent can be obtained, it is recom-
mended that letters of employment or agreements concerning
compensation state that the amount of pay exceeding the con-
tractual minimum is subject to future absorption (assorbibile)
so that such an amount will not be considered in calculating fu-
ture raises. Absent such measures, the employee could claim
the benefit of new, higher minimum wage levels established by
collective agreement, even where the current pay already cor-
responds to such higher levels.

The compensation paid to an individual worker depends
on a variety of factors including age, category, and the industry
in which the worker is employed. Each Christmas, both white
and blue-collar workers are entitled to extra compensation,
known as “the thirteenth month” and generally equivalent to
one month’s pay. Under the terms of many collective agree-
ments, extra compensation results in a “fourteenth month” pay-
ment on July 1. Such bonuses must be awarded on a pro rata
basis to an employee whose employment is terminated during
the course of the year.

Profit-sharing in the form of production premiums (premi
di produzione) has also evolved under many industry-wide
contracts. Such premiums are determined in a variety of ways,
but typically represent a percentage of the minimum wage
payable to each category of employee.

Previous legislation had introduced a possibility for pay-
ments to workers under the age of 25 and certain retirees in the
hotel, agriculture and tourism sectors, as well as for work per-
formed for local government authorities, to be made by way
of “vouchers;”339 provided that the employer had no more than

337 Id.
338 DL No. 50, April 24, 2017, Art. 54-bis.
339 A voucher is a form of payment for occasional work, which contains not

only payment for the work performed, but social security contributions due on
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eight employees and the work did not last for more than 10
days.340 This regime was replaced in the 2023 Budget Law by
two types of vouchers:

(i) Vouchers, which can be used by private individuals to
pay workers providing domestic and care services, as well
as private lessons (e.g., at home tutoring, music lessons);
and

(ii) Vouchers, which can be used by public sector and
private sector employers (e.g., self-employed individuals,
professionals, entrepreneurs, associations and non-govern-
mental agencies).
Public sector employers may only use the vouchers to pay

for specific activities including:

(i) Projects undertaken for people in need;

(ii) Emergency activities in response to natural and envi-
ronmental disasters;

(iii) Activities undertaken in relation to solidarity projects;
and

(iv) Organizing social, cultural, sport, or charitable events.
Private sector employers may use vouchers, provided that

they:

(i) are not a construction or extractive company;

(ii) do not use vouchers as payment as part of a subcon-
tracting agreement; or

(iii) have no more than five permanent employees.
Each voucher is worth 10 euros gross and 7.50 euros net.341

c. Working Hours

Italian workers are prohibited by law from working more
than 48 hours per week, consisting of 40 regular working hours
and eight hours overtime per week. Shorter working weeks are
included in the provisions of most collective agreements.

The law permits overtime only if it is permitted under col-
lective bargaining agreements or specifically agreed to by the
employer, but in any event it must be kept under regulation.
Where overtime has been agreed to between the employer and
the employee it cannot exceed 250 hours per year.342

The rate of pay for overtime, as well as for night work (12
a.m. to 5 a.m.) and work on holidays, must exceed that for work
performed during regular hours. The percentages by which the
normal pay rates are increased are commonly specified in the
governing collective bargaining agreement (and typically range
from 25% for overtime to 70% for holiday night work) and vary
according to the category of worker. Compensating time off
may be agreed to. The law provides for no less than four weeks
of paid holidays, but better conditions may be agreed to in the
relevant collective labor agreements. Pay cannot be substituted
for the holiday period, except at the end of the labor relation-
ship.

that compensation as well. The worker can cash the voucher by presenting it to
a bank, post office, or other authorized entity.

340 DL No. 87, July 12, 2018, Art. 2-bis.
341 Law No. 197, Dec. 29, 2022, Art. 1 (342–354).
342 D. Lgs, N. 66, 2003, April 8, 2003, Arts. 4 (4) and 5(3).

Due to the labor shortage in the tourism, accommodation
and spa sectors, those employees who in tax year 2024 received
employment income of 40,000 euros or less will receive a spe-
cial supplementary payment between January 1, 2025 to Sep-
tember 30, 2025 in the amount of 15% of the gross remunera-
tion for night work and overtime on public holidays. The pay-
ment will not be subject to income tax.343

d. Remote Working

In response to remote working becoming more common,
Parliament passed legislation in 2017 providing that remote
work had to be an option that the employee undertook voluntar-
ily pursuant to a written agreement between the employee and
the employer.344 The legislation provided that priority as regards
the ability to undertake remote work be given to mothers with
children under 12 years of age. It also provided that equality
of pay and seniority be maintained for those working remote-
ly and that remote workers only be required to work a regular
week, as determined by law and collective bargaining.

Due to the COVID-19 pandemic and the urgency with
which entire sectors had to shift to remote work, the provisions
of the 2017 law were suspended, removing the requirement that
a written agreement exist between the parties, as well as the
other guarantees provided under the 2017 law. This suspension
expired on January 1, 2023. Thus, the guarantees provided by
the 2017 law are once again fully applicable, and an employ-
er that wishes to implement remote working with an employ-
ee is required to enter into an individual contract with the em-
ployee to that effect. However, the 2023 Budget Law provides
that “fragile” workers (i.e., employees with underlying condi-
tions susceptible to potentially life-threatening medical prob-
lems) had to be provided with an option to work remotely un-
til December 31, 2023.345 Remote work agreements for these
types of employees was further extended to March 30, 2024,
and thereafter ended. These workers must now also enter into a
written agreement with their employer in order to be allowed to
remote work.

e. Time Off

Italian workers are entitled to one day off a week, usually
Sunday, and 11 standard religious and national holidays. It is
standard practice to allow 15 days paid vacation when an em-
ployee marries. An employee also has a right to annual paid
vacation of four weeks, generally to be taken all at once, but
with at least a minimum period of two weeks that must be taken
consecutively. The remaining two weeks may be taken within
the 18-month period following the period in which the vacation
time became due.346

(1) Maternity and Paternity Leave

Pregnant employees may not be exposed to dangerous
chemical, biological or physical agents, and are entitled to per-
sonal time during working hours for prenatal and clinical exam-

343 Law No. 209, Dec. 30, 2024, Art. 1 (395) to (398).
344 Law No. 81, May 22, 2017, Arts 18–24.
345 Law No. 197, Dec. 29, 2022, Art. 1 (306) as amended by Decree No.

132, Sept 29, 2023, Art.8.
346 CC Art. 2109; D. Lgs. No. 66, Aug. 4, 2003, Art. 10(1), as amended by

D. Lgs. No. 213, July 19, 2004.
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inations.347 The employment of a female employee may not be
terminated in the first year following marriage, nor may women
be dismissed during pregnancy or the year following childbirth.
They are entitled to five months of maternity leave, which they
can either distribute between the period before birth and that
subsequent to birth or take in its entirety after the birth; such
leave cannot be waived by the employee.348 During this period,
women are entitled to 80% of their compensation, this being
paid by the INPS. Depending on the relevant contract, an addi-
tional 20% may be paid by the employer.

Women who are adopting, or have been awarded pre-
adoptive custody, may also take five months of maternity
leave. However, in such instances, the employee may waive the
right. When custody awarded is not for adoption purposes, ma-
ternity leave may only be taken for a period of three months.349

In the event of the mother’s death or serious illness, the fa-
ther has a right to the same amount of leave (five months) given
by law to the mother.350

Fathers also have obligatory leave within the first five
months of the child’s birth for a total of 10 days during that pe-
riod, or 20 days in the case of a multiple birth.351

The mother, or alternatively the father, of a handicapped
child may extend leave until the child is 12 years old, if the
child is not institutionalized. This extended leave may last for a
period of up to three years. If neither parent extends the leave,
he or she has a right to two hours of personal time per day for
the first three years of the child’s life. Thereafter, a parent may
have three days of personal leave each month to attend to the
child.

Following childbirth, women may choose to remain at
home for an additional six months and receive 30% of salary
without losing seniority. Female employees are entitled to re-
sume their employment thereafter and, throughout the first year
of their child’s life, to take personal time off twice a day to
nurse.352 A father will have the right to such personal time off in
the event that he/she is the custodial parent, or the mother has
opted not to take the time off or has died, or is seriously ill.353

(2) Parental Leave

Until a child is 12 years of age, parents may, jointly or
individually, take time off from work to care for the child.354

Parental leave may generally not exceed a total of 10 months
(11 months in the case of a single parent). After obligatory ma-
ternity leave has been exhausted, a mother may take an addi-
tional six months of parental leave, while a father may take
up to seven months of leave beginning with the birth of the
child, if he or she takes the leave in blocks of not less than
three months.355 The parent taking parental leave is entitled to
an allowance of 80% of his or her salary.356 Parents may take

347 D. Lgs. No. 151, March 26, 2001, Art. 13.
348 Id., Arts. 16 and 20, as amended by Law No. 145, Dec. 30, 2018, Art. 1

(485).
349 Id., Art. 26.
350 Id., Art. 28.
351 Law No. 145, Dec. 30, 2018, Art. 1 (278), as amended by Law No. 234,

Dec. 30, 2021, Art. 1 (134).
352 D. Lgs. No. 151, March 26, 2001, Art. 39.
353 D. Lgs. No. 151, March 26, 2001, Art. 40.
354 D. Lgs. No. 151, March 26, 2001, Art. 32, as amended by D. Lgs. No.

80, June 15, 2015, Art. 7(1)(b).

the leave either for a continuous period or fractioned in days or
even hours. Parental leave is also available on the same terms
in cases of adoption.357

f. Absence Due to Illness

Regular employees may not be dismissed as a result of a
period of absence due to accident or illness, unless such ab-
sence exceeds the limits permitted by law or contract. A work-
er absent for these reasons is entitled to receive an indemnity
equal to all or part of his/her regular pay depending on one’s
category and seniority. The indemnity is advanced by the em-
ployer, who then deducts the indemnity from contributions paid
to the INPS on the employee’s behalf.

g. Work Assignments

Italian law requires employees to be assigned to the types
of task for which they were specifically hired at the outset of
the employment contract. The imposition of extra or more de-
manding duties requires a pay increase. The job of an employee
who assumes extra duties over a period of three months is per-
manently upgraded, except where the employee is substituting
for an absent employee.

An employer must be able to justify transferring an em-
ployee from one work unit to another on organizational or tech-
nical grounds. The employee must be allowed 20 days advance
notice of such a transfer to give the employee time to consider
the transfer and to register any objections that he/she or his/her
union may have.

The Biagi Reform of 2003 provided for the “certification
of a labor relationship,” i.e., an administrative procedure per-
mitting the certification on a voluntary basis of the proper legal
description of some of the types of legal relationships indicated
at a., above.

Staff leasing, or the supply of a workforce by authorized
agencies for technical productive organizational reasons, which
was formerly forbidden, is now permitted. Staff leasing may be
for a fixed or indeterminate period of time.

h. Termination

Except in the case of a labor contract for a fixed term, both
employers and employees are entitled to receive, and required
to give, notice of the proposed termination of a labor contract.
The seniority and category of the employee concerned deter-
mine the amount of notice necessary. Termination without no-
tice, by either the employer or the employee, will result in the
offending party’s paying the other party an indemnity equal to
the compensation that would normally be due during the period
of notice.

Resignations tendered by pregnant women or either parent
during the first three years of a child’s life, or the first three
years of the custody or adoption of a minor, are subject to rat-
ification by the Labor Ministry before they will be considered
valid.358 In all other cases, resignations must be ratified either

355 D. Lgs. No. 151, March 26, 2001, Art. 32(2), as amended by Law No.
228, Dec. 24, 2012, Art. 339.

356 D. Lgs. No. 151, March 26, 2001, as amended by Law No. 207, Dec. 30,
2024, Art. 1 (217).

357 D. Lgs. No. 151, March 26, 2001, Art. 36(10)(i).
358 Law No. 92, June 28, 2012, Art. 4 (16).
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by the local labor office, labor union office, or by the employ-
ee’s execution of a confirmatory declaration to be filed with
the employment office along with the notice of termination of
employment.359 If the employee does not follow the ratifica-
tion procedure, the employer may request in writing that the
employee comply with the ratification requirements. If, within
seven days of receipt of that request, the employee fails to pro-
vide ratification or revoke the resignation, the resignation will
be automatically validated.360

Ratification of a resignation has been extended to project
work.361

Employers who fail to comply with these provisions are
subject to fines ranging from 5,000 euros to 30,000 euros.362

Article 18 of Law No. 300 of May 20, 1970, provided for
only two grounds for valid dismissal of employees: just cause
(giusta causa) and valid reason (giustificato motivo). Wrong-
fully terminated employees had a right to be rehired by the em-
ployer where the employer had more than 15 employees in a
work unit, or 60 employees in Italy, in addition to the right to an
indemnity. The Fornero Reform amended Article 18 by elimi-
nating the remedy of blanket rehiring and by providing differ-
ent remedies for different types of termination. Wrongful ter-
minations may be classified as follows:

(i) Discriminatory termination: by definition, this type of
termination is always invalid and the employee will be en-
titled to be rehired regardless of the size of the employer’s
business (i.e., applies even to businesses with fewer than
15 employees). In addition, the employee will be entitled
to damages of a minimum of five months’ salary, without
a cap on the maximum amount that can be awarded. Rather
than be reinstated, the employee may opt for payment of
an indemnity of 15 months’ salary.363

(ii) Invalid disciplinary (“subjective”) termination: this
type includes terminations for such conduct which falls
under the headings of giusta causa and giustificato motivo
and includes conduct that ranges from alleged poor per-
formance, to insubordination, to fraud in the workplace.
In the case of wrongful terminations in this category, em-
ployees are entitled to be rehired where: (a) the conduct for
which they were terminated did not exist; or (b) the con-
duct is covered by a collective contract disciplinary code
which provides for a lighter sanction. The employee is also
entitled to an indemnity of up to 12 months’ salary plus
social security contributions, less any amounts earned for
other work undertaken during the period during which he/
she was dismissed, or an amount that the employee could
have earned if the employee had diligently attempted to
find other employment.

(iii) In other cases of wrongful disciplinary or economic
termination, under the Fornero reform the employee was
no longer entitled to reinstatement, but was entitled to an

359 Law No. 92, June 28, 2012, Art. 4 (17).
360 Law No. 92, June 28, 2012, Art. 4 (19).
361 Id., Art. 23-bis (16)–(23), as amended by DL No. 76, June 28, 2013, Art.

7.
362 Id.
363 Law No. 300, May 20, 1970, Art. 18, as amended by Law No. 92, June

20, 2012, Art. 1. See also D. Lgs. No. 21, March 4, 2015, Art. 2.

indemnity for wrongful termination of not less than 12 and
not more than 24 months’ salary. In establishing the in-
demnity, the court is to take into account the employee’s
seniority, number of employees employed by the business,
economic dimensions of the business, and the conduct and
conditions of the parties to the suit.364 For individuals hired
after March 7, 2015, by employers with more than 15 em-
ployees, the indemnity for wrongful termination will be
based only on the employee’s seniority (i.e., two months
for every year of employment) with an indemnity that can-
not in any event be less than six months or more than 36
months of salary365 (four months or more than 24 months
of salary prior to November 1, 2018). For employers with
fewer than 15 employees, the indemnity is halved.366

Where the termination is found to be ineffective because
the employer has failed to provide reasons in the letter of termi-
nation, or has breached procedural aspects of termination, the
employee will be entitled to an indemnity of a minimum of six
months’ to a maximum of 12 months’ salary, without preju-
dice to a later finding of actual wrongful termination. For those
hired after March 7, 2015, the indemnity to be paid is based on
the last salary and is to be not less than two and not more than
12 months of salary.367

In addition, Italy’s Jobs Act of 2014–2015, a major reform
of the labor market, introduced new measures to avoid litiga-
tion for wrongful termination. First, the employer may revoke
the termination within 15 days of receipt of notice of a chal-
lenge to the termination by the employee.368 Alternatively, the
employer may offer the employee, within 60 days of receipt of
such notice via conciliation, an amount that cannot be less than
two months or greater than 18 months of salary. If accepted,
this indemnity will not be subject to personal income tax or so-
cial security contributions.369

Any termination of employment, whether it results from
dismissal, resignation, retirement, or death, entitles an employ-
ee to severance compensation (Trattamento di Fine Rapporto or
TFR) drawn from a special company fund. The amount paid de-
pends on a number of factors including the nature of the indus-
try and the employee’s rank. Severance compensation is com-
puted based on an employee’s regular pay as well as special
compensation or bonuses regularly received by the employ-
ee (for example, “thirteenth month” and “fourteenth month”
bonuses). The standard rule of thumb for calculating severance
pay is to divide the previous year’s salary by 13.5 and multiply
it by the number of years of service.370

Law No. 279/2006 introduced a comprehensive reform of
the severance compensation system to provide an incentive to
use private pension funds and insurance schemes in addition
to the mandatory social security system. The reform allows an
employee to choose whether to keep a TFR fund in a company
(as it was) or to transfer it to a private pension fund. Moreover,

364 Law No. 300, May 20, 1970, Art. 18, as amended by Law No. 92, June
20, 2012, Art. 1.

365 DL No. 87, July 12, 2018, Art. 3 (“Dignity Decree”).
366 D. Lgs. No. 23, March 4, 2015, Art. 3(1).
367 D. Lgs. No. 23, March 4, 2015, Art. 4.
368 D. Lgs. No. 23, Art. 5.
369 D. Lgs. No. 23, Art. 6.
370 CC, Art. 2120.
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companies with more than 50 employees and maintaining TFR
funds of their employees will be required to transfer them to a
state fund managed by the INPS (the National Social Security
Agency). Thus, companies will no longer be able to use these
funds as an internal financial resource.

After eight years of employment, employees may apply
for an advance payment equal to 70% of their accrued TFR: (i)
for personal or family health purposes; or (ii) to purchase their
first home or a first home for their children, which must be ade-
quately documented. These requests are granted annually up to
a limit of 10% of qualifying employees and in any event within
a limit of 4% of the total number of employees. National col-
lective contracts may provide more generous terms.371

Employees may be eligible for pension fund benefits after
five years’ service and on reaching the retirement age. For pro-
visions relating to foreign workers, see E.3., below.

i. Workers’ Rights to Information

An employer is required to supply an employee, within 30
days of being hired, with the following information: the parties
to the employment contract; location of the work; starting date;
duration of the contract, specifying whether it is for a fixed or
an indefinite period; duration of the trial period, if applicable;
title and contractual position of the employee under the nation-
al contract (i.e., a national collective agreement, which is typi-
cally utilized by most Italian employers), or the characteristics
and a summary description of the job; initial compensation and
the elements of which it is comprised, together with an indi-
cation of the pay period; length of paid holidays; the working
hours; and notice period required in the event of termination of
the employment. This information must be furnished in writ-
ing in the labor agreement, hiring letter or other documentation
given to the employee.372

The same information must be supplied, before his/her de-
parture, to an employee that is sent to work overseas for more
than 30 days, together with the following additional informa-
tion: duration of the assignment; currency in which wages will
be paid; any fringe benefits in cash or in kind; and any relevant
conditions for the repatriation of the employee.373

Any changes in these items not arising from law or the
NCCs must be notified to the employee in writing within one
month.374 If the employer does not respect the duty to provide
this information, the employee may notify the provincial labor
office, which may order the employer to provide the informa-
tion within 15 days of the order. An employer that does not
comply is subject to an administrative fine ranging from 51.64
euros to 258.23 euros.375

j. Night Work

Night work is covered by Legislative Decree No. 66 of
April 8, 2003, implementing EC Directive 93/104 and Direc-
tive 2000/34, which applies to private and public employers,
except for those employers in the fields of air and railway trans-

371 CC, Art. 2120.
372 D. Lgs. No. 152, May 26, 1997, Art. 1, implementing EC Directive 91/

533.
373 D. Lgs. No. 152, May 26, 1997, Art. 2.
374 D. Lgs. No. 152, May 26, 1997, Art. 3.
375 D. Lgs. No. 152, May 26, 1997, Art. 4.

port, and maritime navigation. Eight hours of night work are
allowed within a 24-hour period. Night workers must under-
go medical and other tests prior to undertaking night work, and
thereafter every two years at the employer’s expense. Pregnant
women may not undertake night work.

Night work is defined as work performed between the
hours of midnight and 5 a.m. A “night worker” is an employee
who usually performs at least three hours of night work per
24-hour period.376

k. Employment of Minors

The employment of children under the age of 16377 is pro-
hibited. It is, however, permitted in the case of artistic, cultural,
sporting, advertising or entertainment activities, subject to the
parents’ written consent and the special authorization of the
Provincial Labor Office. Children between the ages of 15 and
18 can be employed only in activities that do not involve risk,
subject to prior medical examination. In general, minors cannot
be employed to perform night work.378

l. Labor Disputes

First level jurisdiction in labor disputes was transferred
from the Pretorial Courts to the Tribunal.379 Appeals are now
heard by a special section of the Court of Appeals, final appel-
late jurisdiction remaining with the Supreme Court of Cassa-
tion.

In a return to the past, recent legislation has made concili-
ation prior to filing suit an option to be exercised by the plain-
tiff, repealing the requirement enacted in 1998 making concili-
ation a mandatory step before suit could be filed in a labor dis-
pute.380 Conciliation continues to be held before special com-
missions of the provincial labor office, or in a union office, in
accordance with procedures set out in the NCCs.

Further, parties may now either proceed directly to arbitra-
tion or decide to arbitrate during conciliation, or at the end of an
unsuccessful conciliation. An arbitral award in a labor dispute
can be challenged before a tribunal within 30 days, and subse-
quently before the Court of Appeals and the Supreme Court of
Cassation, respectively.381

E. Immigration Law

In addition to a valid passport, all foreigners from outside
the EU entering Italy for a period of 90 days or more, for what-
ever purpose, must have a visa. Following arrival in Italy, every
foreigner who stays for a period exceeding 90 days must also
secure a residence permit (permesso di soggiorno) and, if he or
she intends to work in Italy, possess a work permit.

No visa is required for citizens of EU Member States, who
have the right to work in Italy.

376 DL No. 112, June 25, 2008, Art. 41(1).
377 Law No. 296, Dec. 27, 2006, Art. 1 (622); see also Ministry of Labor

Note No. 25/1/0009799, July 20, 2007.
378 D. Lgs. No. 345, Aug. 4, 1999 (implementing EC Directive 94/33),

amending Law No. 977, Oct. 17, 1967; Law No. 296, Dec. 27, 2006, Art. 1
(622).

379 D. Lgs. No. 51, Feb. 19, 1998; Law No. 188, June 16, 1998.
380 CCP, Art. 410(1), as amended by Law No. 183, Nov. 11, 2010, Art. 31

(1).
381 CCP, Arts. 412-ter and 412-quater, as amended by Law No. 183, Nov.

11, 2010, Art. 31 (9).
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1. Visas

Visas may be applied for and secured from an Italian con-
sulate having jurisdiction in the applicant’s country of origin
or where the applicant has a stable residence. The consulate
forwards applications to the Ministry of the Interior in Italy.
Visas provide various types of authorizations; the readiness
with which they are issued depends on the purpose of the for-
eign applicant in coming to Italy. Delays in issuance may re-
sult if those purposes require the examination of government
bureaus in addition to the Ministry of the Interior (for example,
the Ministries of Labor, Foreign Affairs, or Industry and Com-
merce).

2. Residence Permits

All non-EU citizens arriving in Italy must apply to the lo-
cal police (Questura) for a residence permit (permesso di sog-
giorno) within eight days of arrival. A residence permit is auto-
matically granted for a period of three months and is renewable
thereafter. A residence permit is granted on the presentation of
a valid visa382 allowing entry into Italy. EU citizens are required
only to report their presence.

After five years of residence for reasons not inherently
subject to limitation, a foreigner may apply for a “residence
card,” which basically grants the foreigner the right to engage
in any activity not expressly forbidden to foreigners. Moreover,
a cardholder is not subject to expulsion except on very serious
and limited grounds.383

3. Alien Work Permits

Every non-EU citizen coming to Italy to work must obtain
a work authorization. A simplified procedure for work permits
was introduced in 2002.384 Each province (there are 110 in
Italy) has a “Single Window” for immigration at the Prefecture,
which is responsible for the entire procedure relating to the hir-
ing of foreign employees. An employer who wishes to hire a
foreigner residing abroad presents to the Single Window in his/
her province a request for a nulla osta (declaration of no ob-
jection), together with documentation concerning housing for
the applicant worker, and a draft contract with terms and condi-
tions, including the employer’s undertaking to pay return trav-
el expenses of the foreigner and to advise of any changes. The
Single Window must provide a reply within 40 days from com-
pletion of the application, and if quota positions and other con-
ditions contained in the law are still available, the Questura, at
the request of the employer, transmits the authorization to the
appropriate Italian consular office abroad. There, after further
investigation, a visa for work purposes is given to the individ-
ual concerned. Within eight days after arrival in Italy, the work-
er must present himself at the Single Window to which his/her
employer applied.

With the passage of D. Lgs. No. 108 of June 28, 2012,
Italy implemented the EU Directive on the entry and residence

382 Persons whose countries of origin have executed reciprocal agreements
with respect to visas with Italy may automatically obtain a first permesso di
soggiorno without a visa and may, on providing proof of their self-supporting
status, secure a renewal thereof.

383 Law No. 286, July 25, 1998, Art. 9.
384 Law No. 189, July 30, 2002.

of third country nationals for “highly qualified employment.”
Those non-EU citizens meeting certain education requirements,
who intend to enter Italy for a position that has a salary three
times the minimum level of the exemption from the national
health care system co-payments, are eligible to receive an “EU
Blue Card” as a residence permit. Individuals hired under a per-
manent contract (tempo indeterminato) will be granted a Blue
Card valid for two years. While permits for those hired under
fixed term contracts (tempo determinato) will be granted a Blue
Card for the duration of the contract plus three months. Dur-
ing the first two years of legal employment, individuals hold-
ing a Blue Card may not change employers, unless specifically
authorized by the local Labor Office. If granted such permis-
sion, they may only change to another “highly qualified em-
ployment” position. After 18 months of legal residence in an-
other EU country, a Blue Card holder may enter Italy without
the need for a “highly qualified employment” work visa. Blue
Card holders may also cumulate periods of residence in other
EU Member States to reach the five-year period needed to ap-
ply for an Italian residence card.

4. Professional Consultants and Corporate Directors

A foreigner who intends to engage in professional work or
to hold corporate office (directorship) in Italy must demonstrate
to the Italian consulate having jurisdiction in his/her country of
origin or where he/she has a stable residence that proper hous-
ing is available and that he/she is in possession of legitimate
income above the minimum level specified by law for exemp-
tion from payments in the healthcare system. After verifying
that these requirements have been met, the consulate grants a
visa to the individual, specifying on the visa the activity to be
engaged in. A visa application for such independent work must
be granted or denied within 120 days from the filing of the ap-
plication and documentation, and must be used within 180 days
of its being granted.

F. Privacy Law

In Italy, a code for the protection of personal data, gath-
ering and organizing in a single text the various laws that had
been passed in the field, entered into force on January 1, 2004
(the “Privacy Law”).385 On April 14, 2016, the General Data
Protection Regulation (“GDPR”) was adopted by the European
Parliament. It became enforceable in EU Member States as of
May 25, 2018. The GDPR expanded and updated data rules to
provide EU residents with more control over their personal da-
ta.

The Privacy Law provides protection to individuals with
respect to the handling of their personal data, which is defined
as any information relating to an identified or identifiable nat-
ural person; an identifiable natural person is one who can be
identified, directly or indirectly, in particular by reference to an
identifier such as a name, an identification number, location da-
ta, an online identifier or to one or more factors specific to the

385 D. Lgs. No. 196, June 30, 2003, Art. 186 (as later amended by D. Lgs.
No. 42/2004, Law No. 45/2004, Law No. 138/2004, Law No. 188/2004, Law
No. 306/2004, Law No. 26/2005, Law No. 155/2005, D. Lgs. No. 209/2005,
Law No. 21/2006, Law No. 51/2006 and Law No. 173/2006); DL No. 207, Dec.
30, 2008; DL No. 112, June 25, 2008.
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physical, physiological, genetic, mental, economic, cultural or
social identity of a natural person.386

During the course of 2017 and 2018, Italy brought its legal
framework into compliance with the GDPR. Through its annual
European Delegation Law,387 Parliament authorized the govern-
ment to issue one or more legislative decrees to bring the Ital-
ian Privacy Law into compliance with the GDPR by May 21,
2017.388 In addition to the authorization to the government, with
passage of Law No. 167 of November 20, 2017 (“European
Law”), Parliament amended certain provisions of the Privacy
Law to comply with the GDPR and on August 10, 2018, Leg-
islative Decree No. 101 further amended Italy’s Privacy Code.

As a result of these changes, companies must now obtain
an individual’s consent to store and process data. Data must not
be held for more time than is necessary and individuals have
the express right to revoke consent to use of their data at any
time. It also introduces the right to portability of personal da-
ta and codifies the right of individuals to have their data com-
pletely eradicated.389 Individuals also have the right to access
their personal data in order to verify the processing, provid-
ed that this does not adversely affect the rights or freedoms of
third parties, including the trade secrets for software and copy-
rights protecting software; the right to timely rectification of
inaccurate personal data; the right to restrict processing where
the accuracy of the data is contested, or processing is unlaw-
ful and opposed by the individual; as well as the right not to be
subjected to a decision based solely on automated processing,
including profiling when the decision will produce legal effects
on him or her, or will significantly affect him or her.390

386 EU Regulation No. 679, April 14, 2016, Art. 4.
387 Law No. 163, Oct. 15, 2017.
388 Law No. 163, Oct. 15, 2017, Art. 13.
389 EU Regulation No. 679, April 14, 2016, Art. 17.
390 EU Regulation No. 679, April 14, 2016, Arts. 13–22.

Data processors must now be appointed pursuant to a writ-
ten contract or appointment letter by the data controller spec-
ifying the subject matter to be processed, the purpose pursued
by the processing, the length of time of the processing, the cat-
egory of data to be processed, and the rights and obligations of
the data processor.391

The European Law provides for the secondary use of data.
The Data Processing Authority may authorize within 45 days
of receipt of a request, the secondary use of data for scientific
research or statistical use provided the data transferred is a min-
imal amount and is rendered anonymous.392

Data breaches are to be notified with undue delay to the
individual to whom the data belongs and to the Data Protection
Authority by no later than 72 hours after having become aware
of it, unless the personal data breach is unlikely to result in a
risk to the rights and freedoms of natural persons. If the noti-
fication is not made within 72 hours, the reasons for the delay
must be provided in the notification.393

Under the new Privacy Law data transfers outside the Eu-
ropean Union are prohibited unless the Commission has deter-
mined that it has an adequate level of protection;394 or adequate
contractual guarantees exist between the parties involved.395

Transfers of data in violation of the above is subject to a
fine of up to 20 million euros, or for businesses up 4% of its
worldwide revenues in the preceding year, if greater.

391 EU Regulation No. 679, April 14, 2916, Art. 28.
392 Privacy Law, Art. 110-bis, as amended by Law No. 167, Nov. 20, 2017,

Art. 28 (1), (b); D. Lgs, 101, Aug. 10, 2018, Art. 8 (1), (s).
393 EU Regulation No. 679, April 14, 2016, Arts. 33–34.
394 EU Regulation No. 679, April 14, 2016, Art. 45.
395 EU Regulation No. 679, April 14, 2016, Art. 46.

Detailed AnalysisDetailed Analysis II.F.II.F.

7190 © 2026 Bloomberg Industry Group, Inc., Arlington, VA
ISBN 978-1-63359-299-5 10/01/2026 A - 49





III.III. Forms of Doing Business in ItalyForms of Doing Business in Italy

A. Principal Business Entities

1. In General

The law governing business entities not listed on a Stock
Exchange is to be found in the Civil Code of 1942, as amended,
in particular the substantial amendments contained in Legisla-
tive Decree No. 6 of January 17, 2003, effective January 1,
2004, as amended by Legislative Decree No. 37 of February 6,
2004. Various enactments after 1942 modified Code provisions
concerning the rights of shareholders and third parties in rela-
tion to Italian companies.396

With respect to listed companies, Legislative Decree No.
58 of February 24, 1998 (the “Draghi Decree”) was issued as a
Unified Text of the provisions relating to financial mediation.
The most important provisions concerning listed companies are
dealt with at C., below.

Certain provisions of the 1942 Code, as amended, apply
specifically to companies that are active in the market for risk
capital, i.e., listed companies that “have shares widely held
among the public,” with a net worth of not less than 5 million
euros, and having more than 200 shareholders and bondhold-
ers.397

Apart from sole proprietorships, independent business en-
tities organized under Italian law may be divided into two
broad categories, partnerships and joint stock companies. Three
other types of business relationships are also of interest:
branches of foreign companies, joint ventures, and agencies
and distributorships.

2. Partnerships

Italian partnerships are created by the signing of articles of
partnership, which must be filed with the Commercial Register.
The articles must include the name and address of the partner-
ship, the name and amount of the subscription of each partner,
the names of the partners who will manage the partnership, and
the provisions for the division of proceeds. The articles need
not be prepared by a notary.

The two authorized types of partnerships are described in
a. and b., below.

a. Unlimited Partnership

An unlimited partnership (società in nome collettivo)398 has
only one class of partner. All partners are on an equal foot-
ing, and each is jointly and severally liable without limit for the
debts and obligations of the partnership.399 Each partner is eligi-
ble to be appointed a managing director of the partnership.400 A
partner may only transfer his/her interest in the partnership in
certain specific circumstances.401

396 D. Lgs. No. 30, Feb. 6, 2007, regulating the relations of certain persons
with companies based in the European Union (EU).

397 CC, Art. 2325 bis; D. Lgs. No. 58 of Feb. 24, 1998, Art. 116, integrated
Reg. CONSOB 11971/99.

398 CC, Arts. 2291–2312.
399 CC, Art. 2291.
400 CC, Arts. 2297(2) and 2298.
401 CC, Arts. 2284–2290 and 2293.

b. Limited Partnership

A limited partnership (società in accomandita semplice)402

has both limited partners and general partners.403 The liability of
a limited partner extends only to the amount the partner has in-
vested in the partnership.404 Only general partners may manage
a limited partnership405 and be named in the partnership name.406

The liability of general partners for the obligations of the part-
nership is unlimited.407

The liability of a limited partner whose name is included
in the partnership name becomes unlimited like that of a gen-
eral partner. Limited partners may also act as managers or rep-
resentatives of the partnership under a limited authorization
granted by the partnership. The articles of association must
specify the class to which each partner belongs and the restric-
tions placed on the limited partners.

3. Joint Stock Corporations

The three types of Italian joint stock corporations are de-
scribed in a. through c., below.

a. Limited Liability Company

A limited liability company (società responsabilità limita-
ta or Srl)408 must have a capital of at least 10,000 euros, divided
into quotas with a par value of no less than 1 euro each. Quotas
above the minimum value must be in multiples of 1. Srls may
now be structured in a manner very similar to that in which cor-
porations are structured (see D.3., below). A law adopted to sat-
isfy an EU Directive now permits an Srl to be incorporated by a
single person and to carry on business with a single quotahold-
er while retaining limited liability. This privilege is lost with
respect to liabilities incurred while the company is insolvent
if: (i) the sole quotaholder is a legal person or the sole owner
of another company; (ii) the capital has not been fully paid-in;
or (iii) the required notice of single quotaholder status has not
been given.409 Srls are no longer required to keep a quotahold-
ers’ book. Managing directors are now required to file the list
of quotaholders and changes in quotaholders with the Compa-
nies Registry in the local Chamber of Commerce.410

A legislative decree enacted to implement EU Directive
No. 2019/1151 permits that an Srl may be incorporated via an
on-line appearance before a notary, rather than by an in-person
appearance, if the Srl’s legal offices are in Italy and the capital
contributions are only in cash and not a conferment of assets.411

Italian law also provides for a simplified form of the limit-
ed liability company for small businesses (società responsabil-
ità limitata semplificata, simplified Srl).412 An eligible compa-

402 CC, Arts. 2313–2324.
403 CC, Art. 2313.
404 CC, Art. 2313.
405 CC, Art. 2318.
406 CC, Art. 2314.
407 CC, Art. 2313.
408 CC, Arts. 2462–2497 bis.
409 CC, Art. 2497; D. Lgs. No. 88, March 3, 1993, implementing EC Direc-

tive 89/667.
410 Law No. 2, Jan. 28, 2009, converting into permanent law, with amend-

ments, DL No. 185, Nov. 29, 2008.
411 D.Lgs. No. 183, 2021, Nov. 8, 2021, Art. 2.
412 CC Art. 2463-bis.
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ny cannot have legal persons as members. Its minimum capital
can be as low as 1 euro and the maximum capital permitted is
9,999.99 euros. Members’ contributions to the capital of a sim-
plified Srl may only take the form of cash contributions.

b. Corporation

A corporation (società per azioni, SpA), which formerly
was required to have capital of at least 120,000 euros, may now
have a minimum capital of 50,000 euros.413 The capital must be
fully subscribed,414 and the liability of shareholders is limited
to any amount outstanding on their subscriptions.415 However,
if there is only one shareholder at any time after incorporation,
the liability of that shareholder for the obligations of the corpo-
ration incurred while the corporation is insolvent is unlimited.416

c. Limited Partnership with Shares

The structure of a limited partnership with shares (società
in accomandita per azioni)417 is similar to that of a limited part-
nership, but, because its equity is divided into shares,418 it is
subject to much of Italy’s corporate law.419 The articles of incor-
poration must be in the form of a notarial deed, and the duties
of corporate directors are imposed on the general partners. This
form of partnership is seldom used.

A limited partnership with shares may adopt a single-tier
or double-tier system of management and control in the same
manner as an SpA.

4. Branches

By registering a branch office, a foreign company may
operate in Italy without forming a separate business entity.420

Within 30 days of a branch being set up, the articles of incorpo-
ration and by-laws of the foreign company must be filed with
the Companies Registry. Financial reporting and income tax
requirements for a branch are generally the same as those for
domestic companies, although intercompany transactions (be-
tween branch and head office) may be more carefully scruti-
nized.

Because of the similarity in operating conditions and the
general desirability of insulating parent company operations
from Italian jurisdiction, there are only a few cases in which the
operation of a branch is likely to be preferable to the formation
of a subsidiary. These are: (i) when profits from the subsidiary
would be subject to the withholding tax on after-tax dividends
remitted to the parent, since profits remitted from a branch to its
home office are exempt; and (ii) if the foreign corporation de-
sires to take immediate write-offs on expected operating losses
from its Italian operations.

413 DL No. 91, June 24, 2014, as converted into permanent law by Law No.
116, Aug. 11, 2014, amending CC. Art. 2327.

414 CC, Art. 2329(1).
415 CC, Art. 2325.
416 CC, Art. 2362.
417 CC, Arts. 2452–2461.
418 CC, Art. 2452.
419 CC, Art. 2454.
420 CC, Art. 2508.

5. Joint Ventures

The closest Italian equivalent to a joint venture is an as-
sociazione in partecipazione.421 Because the organization of this
type of venture actually entails the owner of an ongoing con-
cern granting interests to outsiders, the venturers are not on an
equal footing. The grantor of the interest continues to operate
the concern and be fully responsible for its obligations, while
the risk of outsiders is limited to the amount of consideration
paid by them for the interest in the venture. However, the par-
ties may contract for different allocations of duty and powers.

6. European Economic Interest Grouping

Italy introduced its version of the European Economic In-
terest Grouping (EEIG) in 1991 to meet the norms of the Euro-
pean Union (EU), which has provided for similar entities since
1985. An EEIG is a contractually created organization having
a plurality of members, including individual persons, engaged
in an economic activity. At least two members must reside in
different EU Member States. An EEIG has independent legal
capacity and, therefore, it can hold its own property and act in-
dependently. Its purpose is clearly one of mutual aid: an EEIG
is not permitted to pursue a profit goal for itself, but only for its
members. This goal is pursued by undertaking “auxiliary” eco-
nomic activities in support of those of its members.

An EEIG is tax-neutral, not being subject to imposta sul
reddito delle persone fisiche (IRPEF), imposta sul reddito delle
società (IRES), or the regional tax on productive activities (im-
posta regionale sulle attività produttive or IRAP), in keeping
with Article 40 of the EC regulations that created the EEIG.
The members of an EEIG have unlimited liability (like partners
in partnerships) for the obligations of the EEIG. The profits and
losses are divided and directly attributed to the members on a
pro rata basis.

7. Agencies and Distributorships

A foreign business entity that does not wish to commit it-
self to the establishment of a branch or subsidiary can, nev-
ertheless, enter the Italian market by way of distributors or
agents. Although the two relationships accomplish basically
similar purposes, they entail substantially different tax and, to
some extent, labor law consequences about which the foreign
exporter needs to be well advised.

a. Distributorships

A distributorship is a purely contractual relationship be-
tween a foreign exporter and a wholly independent domestic
individual or entity. The distributor purchases goods from the
exporter and resells them at his/her own risk, except to the ex-
tent of any warranties by which the exporter may be bound. The
distributor may be the sole distributor of an exporter’s products
in a given territory, or may distribute that exporter’s products
exclusively, or both. Because the exporter has no permanent es-
tablishment (PE) in Italy and the distributor makes the sales, the
Italian income tax burden is borne by the distributor. No pay-
ments are due to a distributor on expiration of the contract.

421 CC, Arts. 2549–2554.
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b. Agencies

The relationship between a foreign principal and an Italian
agent can involve the potential exposure of the principal to Ital-
ian labor law if the agreement departs significantly from the
usual terms of Italian agency agreements, and income tax can
be levied on the principal for sales made through the agent. Al-
though Italy has recognized in principle the Organisation for
Economic Cooperation and Development (OECD) definition of
a PE, an early administrative decision held that the existence
in Italy of a general agent for the sale of a company’s products
was sufficient basis for the taxation of profits from Italian sales,
even though the purchase orders were accepted by the foreign
supplier outside Italy.422 Because there is no statutory definition
of a PE and the validity of the single holding on the issue is
unclear, it is advisable to limit the contracting and acceptance
powers of an agent as far as is practicable to ensure the for-
eign entity appears to be carrying on its activities in Italy from
abroad. Tax treaty provisions frequently offer protection to a
foreign principal.

In conformity with EC law, Italian agency law also: (i) au-
tomatically converts a fixed-term contract to a contract for an
indefinite period if the parties perform beyond the termination
date; (ii) recognizes the agent’s right to a commission after ter-
mination of the contract if the agent’s prior efforts lead to sub-
sequent sales or agreements for the principal; and (iii) recog-
nizes the agent’s right to an indemnity for clientele develop-
ment. The provisions limit the principal’s ability to prevent the
agent from competing after termination of the agency relation-
ship.

Since an Italian agent is treated, for certain purposes, as
analogous to an employee of his/her principal, regardless of the
nationality of the principal, care must be taken to avoid claus-
es in the agency agreement that may, in the event of a dis-
pute, lead to classification of an individual agent as an employ-
ee with the rights pertaining to an employee.423 Collective bar-
gaining agreements negotiated by the agents’ unions and prin-
cipals’ associations are binding on all agencies.

As a result of a proceeding by the EU Commission against
Italy under the Treaty of Rome, substantial amendments424 were
made to the Civil Code, the most important being:

(i) Article 1742(2), which requires an agency agreement to
be in writing. Each party has the right to obtain a signed
document with the contents of the agreement from the oth-
er party;

(ii) Articles 1746(1) and 1749(1), which provide that the
parties must act dutifully and in good faith;

(iii) Article 1748, which provides that, unless otherwise
expressly agreed between the parties, an agent’s right to a
commission accrues on the sale and not on the collection
of the price by the principal, unless the principal breaches
its undertakings to the purchaser; and

422 Central Commission of Direct Taxation, Decision No. 7559, Nov. 28,
1949.

423 CC, Arts. 1742–1753.
424 D. Lgs. No. 65, Feb. 15, 1999.

(iv) Article 1751(1), which provides that an agent’s right
to a termination indemnity applies if: the agent has pro-
cured new customers for the principal or has developed
the business with existing customers, and substantial ad-
vantage continues to accrue therefrom to the principal; and
payment of the indemnity is fair, taking into account the
commissions that the agent will lose in connection with
such customers.
To meet the various Italian social security obligations to

which they are subject, principals are permitted425 to contribute
to the Welfare Fund for Commercial Agents (Ente Nazionale
Assistenza Agenti Rappresentanti di Commercio or ENASAR-
CO), the government agency that administers the social secu-
rity plan for domestic agents. The principal and agent each
must contribute an amount equal to a certain percentage of all
commissions paid to the agent. The percentages are as follows:
8.5% from 2020 through to 2026, with minimum annual pay-
ments (as of January 1, 2026) of 515 euros each for a nonex-
clusive agent and 1,026 euros each for an exclusive agent up to
annual ceilings of 30,478 euros and 45,717 euros each, respec-
tively.426 The agent’s portion of the contributions must be com-
puted and withheld by the principal from all disbursements to
the agent. In the case of an exclusive agent, the principal also
must contribute to a severance indemnity fund an amount total-
ing 4% of the first 24,000 euros in yearly disbursements, 2% of
yearly disbursements from 24,001 euros to 36,000 euros, and
1% of disbursements over 36,000 euros. In the case of a nonex-
clusive agent, the severance fund contribution is 4% of the first
12,000 euros in yearly disbursements, 2% 12,000.01 euros to
18,000 euros, and 1% of disbursements over 18,000 euros.

B. Joint Stock Corporations

1. Formation

a. Purpose Clause

One of the principal features of the governing document of
any Italian company is the purpose clause, which sets out the
nature of the business to be conducted by the company and the
scope of its powers. In practice, the specific business tends to
be defined quite narrowly and the powers given in broad gener-
al terms. By law, a corporation is entitled to undertake activities
that are either necessary for, or ancillary to, the achievement of
its main business purpose. Corporate acts outside the scope of
the objectives and powers defined in the purpose clause, or im-
plied by law, may be objected to by the shareholders and may
entail directors’ liability in the case of insolvency.

b. Corporate Name

An SpA may have any name that includes the designation
“Società per Azioni” (SpA).427 However, a corporate name can
be pre-empted by a previously registered name with which it
might be confused. If two corporations with similar names op-

425 DM No. 15030, Feb. 20, 1974, Art. 1.
426 Fondazione ENASARCO, Regolamento delle attività istituzionali, in

force as of February 5, 2025.
427 CC, Art. 2326.
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erate in the same general areas and markets, the later-registered
name must be changed.428

c. Articles of Incorporation

The statuto, which contains the ongoing operative rules
of a corporation, is attached to and forms part of the articles
of incorporation.429 Although often translated as “by-laws,” this
document is more formal than the U.S. concept of by-laws,
as amendment of the statuto requires a special shareholders’
meeting and a higher percentage of shareholder votes than an
amendment of the by-laws. To emphasize this important char-
acteristic, the Italian term “statuto” will generally be used.

d. Capital Structure

Shares may now be in registered or bearer form, at the
shareholder’s choice, except when otherwise provided by the
statuto or special laws. Shares need not be issued, and other
techniques for ownership and circulation may be employed.
No-par shares may also be issued.

Traditionally, the Civil Code has allowed only: (i) com-
mon (ordinary) shares, each with one vote and having equal
administrative and economic rights; (ii) preferred shares, with
preferences as to dividends and on liquidation but with some
limits on voting rights; (iii) workers’ shares; and (iv) savings
shares or azioni di risparmio. The latter may be issued by cor-
porations listed on an Italian stock exchange. This class of se-
curity was introduced to minimize the risks to small-scale in-
vestors. Savings shares have a dividend priority over common
and preferred stock of 5% of their face value. Any additional
dividends are allocated among all three classes so that the div-
idend on the savings shares is greater than that on the common
stock by 2% of par value. The savings shares also have absolute
priority over common and preferred stock as to the distribution
of assets on liquidation. Savings shares carry no voting rights
at shareholders’ meetings except as to issues affecting their in-
terests. Holders of such shares may elect a common representa-
tive.430

Companies may also create other categories of shares, in
terms of participation in profits and losses, as long as: (i) all
shares in each category have the same rights; and (ii) no share-
holder is excluded from participation in profits and losses. It is
also possible to create shares that entitle the holder to partici-
pate only in the profits of a particular business of the company
(“tracking shares”).

The statuto can also provide for shares that do not carry a
right to vote, or that entitle the holder to vote only on specific
matters or subject to special limits and conditions (although
no shares carrying multiple rights can be issued). The value of
such shares cannot exceed 50% of the registered capital.

A company may also issue “hybrid securities,” whose
holders may be granted economic and/or administrative rights
(for example, to appoint directors, and/or auditors), except for
the right to vote at the shareholders’ meeting.

Stock in an SpA may be transferred by means of the entry
of the name of the transferee in the stock register of the compa-

428 CC, Arts. 2567 and 2564.
429 CC, Art. 2328.
430 CC, Art. 2417.

ny and on the certificate itself.431 Stock also may be transferred
by authenticated endorsement of the certificate.432 The transfer
of shares that are not issued can be effected simply by entering
the name of the transferor and the transferee in the company’s
stock register, without the need to endorse the shares by way of
transfer. Transferors and transferees of stock that is not paid-up
are jointly and severally liable for the amounts due for a period
of three years after the transfer. Notaries, banks and stockbro-
kers must keep documentary evidence for a period of five years
of cross-border stock transfers exceeding 12,500 euros for re-
view by the tax administration.433

The statuto may forbid share transfers for five years after
incorporation or the introduction of the relevant provision into
the statuto.

Clauses requiring the approval of transfers by corporate
bodies or other shareholders are invalid unless the statuto pro-
vides that the corporation or the shareholders are obliged to
purchase the shares or to permit the selling shareholder to with-
draw his/her capital.434

e. Incorporation Procedures

The incorporation of an SpA is effected by way of a dec-
laration before a notary public. The incorporators must appear
before the notary in person or be represented by specially con-
stituted attorneys-in-fact. At incorporation, the entire autho-
rized capital must have been subscribed and the notary must be
given proof of deposit with a bank in Italy of 25%of that capi-
tal (100% in the case of a corporation with only one sharehold-
er).435 These funds will be held without interest until the com-
pletion of the incorporation procedure, a period of about two
months. If there is one shareholder, the entire capital must be
paid in. Otherwise, the remainder must be paid in within 90
days.436

The notary public must register the SpA at the Registry
Office within 20 days of its incorporation and pay the registry
tax. The notary also must file the SpA’s articles of incorpora-
tion with the appropriate Companies Registry within 20 days of
incorporation.

An SpA does not have legal personality until it is regis-
tered with the Companies Registry. Any activities undertaken
in the name of the corporation before the date of registration are
carried on at the personal risk of the actor. Any sale of securi-
ties before the date of registration is void.

f. Costs of Incorporation

A registry tax of 1% of subscribed capital is payable at the
time of registration with the Registry Tax Office. There also are
court costs, a government concessions tax, a notaries’ archives
tax, a contribution to the notaries’ fund, and a notarial fee of
between 1,500 euros and 4,500 euros for the incorporation of
an SpA with a capital of 1 million euros or more. Although

431 CC, Art. 2022.
432 CC, Art. 2023.
433 Law No. 169, March 11, 1985, Art. 1; DL No. 167, June 28, 1990, Art.

1, as amended by Law No. 413, Dec. 30, 1991, Art. 20.
434 CC, Art. 2355 bis.
435 CC, Art. 2329.
436 CC, Art. 2342(2), (4).
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there are many variables, the estimated overall cost can easily
amount to around 15,000 euros.

2. Operation

a. Amendment of Articles

Once an SpA has been incorporated, the articles of incor-
poration are its fundamental document. They may be amended
only at an extraordinary shareholders’ meeting (see e., below).

b. Increases and Reductions of Capital

Increases or reductions of capital, like other changes af-
fecting capital, including the issuance of bonds, preferred stock
or savings shares, must be approved at an extraordinary share-
holders’ meeting (see e., below). If the statuto so provides,
bonds may also be issued by the board of directors.

c. Acquisition of Own Shares

A publicly traded SpA may acquire up to 20% of its own
shares, including shares owned by controlled companies. There
is no ownership limit for a privately held SpA. A sharehold-
er’s resolution is required for the purchase.437 The funds must be
drawn from retained earnings, and the minimum legal reserve
must be maintained. The acquired stock may not be voted, nor
may the directors otherwise dispose of it.438 The restrictions do
not apply in the case of a shareholders’ resolution to purchase
in order to redeem and cancel stock.

The Civil Code provides that a company that is directly
or indirectly controlled by another company may not acquire
stock of the controlling company unless the acquisition is au-
thorized by a resolution approved at an extraordinary share-
holders’ meeting, the stock is paid for out of retained earnings,
and a nondistributable fund equal to the carrying value of the
shares of the controlled company as shown on the assets side of
the balance sheet is created. In any event, the acquisition may
not exceed 10% of the controlling company’s stock, including
the stock held by the controlling company and other companies
controlled by it. The controlled company may not vote the ac-
quired stock at shareholders’ meetings.439

d. Corporate Officers

An Italian corporation has no corporate officers as the
term is understood in the United States. The dual roles of chair-
man of the board and president/chief executive officer (CEO)
do not exist. The presidente may perform both functions. Al-
ternatively, the CEO may be a managing director (amministra-
tore delegato) or the function may be shared between a man-
aging director and the presidente. Both the long-term and the
day-to-day management of an SpA are entrusted to the board
of directors, whose role is much more direct than that of their
U.S. counterparts. As noted, there is a presidente and, if per-
mitted by the articles, the board of directors may elect a vice
presidente and/or one or more managing directors, who may be
given powers analogous to those of corporate officers.440 One or
more directors may also be appointed “legal representatives” of

437 CC, Art. 2357.
438 CC, Art. 2357-ter.
439 CC, Art. 2359 bis.
440 CC, Art. 2381.

the corporation, a concept that allows broad authority to act and
entails for the person concerned substantial civil and criminal
liability. Together with the chairman, these directors have all
the powers necessary to implement the corporate purpose. Lim-
itations to the contrary imposed in the articles, or at the time of
their election to office, generally are not effective against third
parties. Directors can be employees of the corporation or out-
siders, and may be foreigners.

e. Shareholders’ Meetings

Meetings of the shareholders of an SpA are normally
called by the board of directors (or the board of managers under
the two-tier system)441 and take place in the municipality in
which the corporation has its registered office, unless otherwise
provided for in the statuto.442 Meetings also may be called by
the board of statutory auditors if there are no directors remain-
ing in office,443 or by a court on petition of 5% of the voting
capital or such lesser amount as may be specified in the statu-
to if the directors fail to call a meeting after a request from the
shareholders.444

Notice of a shareholders’ meeting is given as provided for
in the articles of incorporation and is required by law to be pub-
lished in the Official Gazette,445 or in at least one daily newspa-
per specified in the statuto at least 15 days prior to the meeting.
Simpler formalities are provided for companies that are not ac-
tive in the risk capital market.

Unless the statuto provides otherwise, shareholders may
be present at a meeting by electronic means and may vote in
writing or via electronic means.446 Shareholders may execute
voting proxies in favor of any person other than a director, au-
ditor or employee of the SpA, or of a corporation controlled
by it, unless the statuto provides differently. Proxies must be in
writing, but need not otherwise be formalized. No person may
be proxyholder for more than: 20 shareholders at any meeting;
50 shareholders, if the corporation has capital of not more than
5 million euros; 100, if the capital is over 5 million euros but
not over 25 million euros; or more than 200, if the capital is
more than 25 million euros.447

According to the Civil Code, ordinary meetings must be
called at least once every year within the time fixed by the
statuto and no more than 120 days after the end of the fiscal
year. The statuto may provide for a longer period, not to exceed
a total of 180 days, for corporations required to approve a con-
solidated balance sheet and when particular circumstances re-
lating to the structure and purpose of the corporation so require.
In such cases, the directors must specify the reasons for the de-
lay in their management report.448

Extraordinary (or special) meetings consider extraordinary
matters affecting the nature or capitalization of the company
or its articles. The powers of the ordinary shareholders’ meet-

441 CC, Art. 2366(1).
442 CC, Art. 2363.
443 CC, Art. 2386(5).
444 CC, Art. 2367(2).
445 CC, Art. 2366(2).
446 CC, Art. 2370.
447 CC, Art. 2372.
448 CC, Art. 2364(2).
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ing depend on whether the two-tier system of management has
been adopted, involving a board of overseers.

(1) Ordinary Meetings

A shareholder having a conflict of interest is now allowed
to vote at an ordinary shareholders’ meeting, but the resolution
may be attacked if his/her vote is decisive and damages the
corporation. The two-tier system also prohibits directors from
voting on their own liability and members of the management
board from voting on the naming, revocation or liability of the
board of overseers.

The role of the ordinary shareholders’ meeting varies de-
pending on which of the three possible systems of management
has been chosen, i.e., “traditional,” one-tier or two-tier. The dif-
ferences among these systems are dealt with at g., below. If the
two-tier system applies, the board of directors is replaced by a
board of management and a board of overseers.

Comment: Because the dual system gives the board of
overseers powers that, under the other systems of management,
would be given to the shareholders’ meeting, for example, the
naming and revocation of members of the board and approval
of the balance sheet, it is necessary to examine what authority
remains with the shareholders’ meeting in such cases.

(a) Corporations Without a Board of Overseers

Ordinary meetings of the shareholders deal with the ap-
proval of the balance sheet, the election of directors and statuto-
ry auditors and, when so required, the party responsible for ac-
counting controls, the liability of directors and auditors for any
damage they may have caused the corporation, and other topics
that fall within the jurisdiction of the shareholders’ meeting, as
well as authorizations that may be required by the statuto for
actions to be undertaken by the directors. It also approves regu-
lations governing the procedures of the shareholders’ meeting.

A quorum is constituted at an ordinary meeting on first call
by the holders of one-half of the voting stock issued.449 Reso-
lutions must be passed by the holders of a majority of the vot-
ing stock represented at a meeting held on first call, unless the
statuto requires a greater majority.450 If a quorum is not present,
a second meeting must be called for another date, usually spec-
ified in the call for the first meeting. Any number of shares rep-
resented constitutes a quorum on second call.451 For listed com-
panies, the statuto may forego the provision of a second call,
provided that on first call quorum is met with whatever number
of shares is represented.452

The articles of some corporations require the affirmative
vote of a majority of the voting capital to pass a resolution.
However, the prevailing view is that such a provision is invalid
as to ordinary meetings held on a second call.453 Special rules
also may be included for the election of directors and statutory
auditors.454 In this way, corporations having large numbers of
shareholders may provide for elections by a plurality rather
than the majority otherwise required for shareholder action.

449 CC, Art. 2368.
450 CC, Art. 2368(1).
451 CC, Art. 2369(3).
452 CC, Art. 2369 (1), (3) and (4).
453 CC, Art. 2369(3).
454 CC, Art. 2368(1).

(b) Corporations with a Board of Overseers

In the event that the dual system is chosen, the corporation
must have a board of overseers (see g., below). This body un-
dertakes part of the duties of the shareholders’ meeting (such
as approval of the annual balance sheet and the election of di-
rectors) in addition to all the oversight duties that were among
the duties of the statutory auditors. The duties of the sharehold-
ers’ meeting are thus reduced to the following: the appoint-
ment and removal of the board of overseers; resolutions with
respect to the compensation of the board of overseers, unless al-
ready fixed by the statuto; and resolutions relating to the liabil-
ity of the board of overseers, the distribution of profits and the
appointment of the party to be charged with accounting over-
sight.455

(2) Special Meetings

A special shareholders’ meeting resolves on amendments
to the statuto, the choice, substitution and powers of the liquida-
tors, and other topics expressly attributed to it bylaw,456 includ-
ing the transfer of the legal headquarters abroad,457 the issue of
preferred shares,458 and the transformation,459 merger460 and divi-
sion461 of the corporation.

The legislation also provides for the possibility of the
statuto attributing to the directors the power to adopt a series
of resolutions otherwise pertaining to the special shareholders’
meeting, such as merger by incorporation of wholly-owned cor-
porations, merger by incorporation of corporations that are at
least 90% owned, the closing of branches, the indication of di-
rectors having powers of signature, the reduction of capital in
the event of the withdrawal of a shareholder, amendments of
the statuto to meet new normative provisions, the issuance of
bonds, and the transfer of the corporate offices within the coun-
try. Amendments to the statuto, although resolved on by the ad-
ministrative body, must in any event be recorded in the Com-
panies Registry.

The affirmative vote of the holders of at least half of the
voting capital is required to pass resolutions, unless a greater
majority is required by the articles.462 There are further provi-
sions for the second or subsequent calls of the shareholders’
meeting, which provide different rules depending on whether
the corporation seeks capital in the market.463

f. Shareholders’ Remedies

There is no provision in Italian law allowing a derivative
lawsuit by a shareholder on behalf of an SpA. Nonetheless,
several remedies are available that permit shareholders to chal-
lenge certain corporate actions:

(i) Shareholders can require a corporation to bring an ac-
tion for damages against its directors for injury to the

455 CC, Art. 2364-bis.
456 CC, Art. 2365(1).
457 CC, Art. 2369(5).
458 CC, Art. 2369(5).
459 CC, Art. 2500-sexies.
460 CC, Art. 2502.
461 CC, Art. 2506-ter.
462 CC, Art. 2368(2).
463 CC, Art. 2369.
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corporation resulting from the directors’ fraud or negli-
gence.464 Such a resolution may be passed only at an ordi-
nary shareholders’ meeting and may be withdrawn only if
at least 80% of the holders of unredeemed common shares
vote for withdrawal at a subsequent ordinary shareholders’
meeting. In the case of corporations that seek risk capi-
tal in the market, the percentage required for withdrawal
is 95%, or such other amount as may be specified in the
statuto, to be established taking into account the percent-
age fixed for the exercise of the right of action discussed
in (ii), below.465

(ii) Minority shareholders representing at least one-fifth
of the corporate capital, or such other amount as may be
specified in the statuto, but in any event no more than one-
third in the case of unlisted corporations, or one-fortieth of
the corporate capital registered in the Shareholders’ Reg-
ister for at least six months (for corporations that seek risk
capital on the market),466 may undertake the shareholders’
action referred to above in (i) through a common represen-
tative.

(iii) A shareholder always has recourse to the appropriate
court for personal losses resulting from the alleged fraud
or negligence of the directors of a corporation.467

(iv) The court having jurisdiction over an SpA at its princi-
pal place of business may be petitioned to examine and an-
nul resolutions alleged to violate law or the corporation’s
articles of incorporation. The petition must be filed within
90 days of passage of the resolution, and it must establish
that the petitioner was either absent from the meeting or
voted against the resolution.468 The action may be brought
by shareholders who hold one-tenth of 1% of the capital
in the case of listed companies, and 5% of the capital in
the case of other companies. These limits may be reduced
or removed by the statuto.469 Shareholders who do not own
sufficient capital to act are limited to seeking reimburse-
ment of damages caused by an illegal resolution.470 The
burden of proof of ownership of the required amount rests
on the shareholders. If this burden is not met, the share-
holders can only obtain payment for damages, but cannot
void the resolution.471

In addition to the remedies discussed above, shareholders
also have available to them the following instruments to use
against corporate bodies for actions that they deem irregular,
damaging to the corporation or to the individual shareholder, or
simply undesirable:

(i) Any number of shareholders may complain to the com-
pany’s board of statutory auditors concerning directors’
actions deemed to be adverse to the corporation’s inter-
ests. The board must then report the complaint at the next

464 CC, Art. 2392.
465 CC, Art. 2393(4).
466 CC, Art. 2393 bis, (2), as amended by Law No. 262, Dec. 28, 2005, Art.

3, (1), (b).
467 CC, Art. 2395.
468 CC, Arts. 2377 and 2378.
469 CC, Art. 2377(3).
470 CC, Art. 2377(4).
471 CC, Art. 2378(2).

ordinary shareholders’ meeting. If 5% (2% in the case of
corporations that seek risk capital in the market) of the
shareholders join in the complaint, the board must investi-
gate the directors’ actions immediately and report any im-
proprieties at the next ordinary shareholders’ meeting.472

(ii) Shareholders representing not less than 10% (5% in
the case of shareholders of corporations that seek risk cap-
ital in the market, unless the statuto provides for a lower
threshold) of the corporate capital may allege a breach of
corporate duty by an SpA’s board of directors or board of
statutory auditors and request a court investigation. There-
after, the court may invalidate any improper actions, con-
vene a shareholders’ meeting to review its findings or, in
serious cases, appoint a judicial administrator to replace
the directors and auditors.473

(iii) In certain situations enumerated in the Civil Code,
a dissenting shareholder has the right to withdraw from
the corporation after the passage of a specified sharehold-
ers’ resolution. The dissenting shareholder is entitled to re-
ceive fair compensation for the shares surrendered. Any
corporate provision denying or in any way impairing this
right is void.

g. Directors

(1) In General

A 2004 corporate governance reform made it possible to
choose from three different systems of corporate management.
This choice is made in the articles of incorporation. In the ab-
sence of any provision to the contrary, the provisions of the tra-
ditional system will be applied.474

(a) Traditional System

The “traditional” system was the only system in effect pri-
or to January 1, 2004. It consists of an administrative body (sin-
gle or collegial, the latter having the ability to delegate powers
to an executive committee or to one or more of its own mem-
bers), coupled with a board of statutory auditors that has a con-
trol function.

(b) Two-Tier System

The two-tier system is inspired by German practice. It con-
sists of:475 (i) a board of management that has the duty of man-
aging the company on its own responsibility, the duties, pow-
ers and responsibilities of the board of management being the
same as those applicable to directors under the traditional sys-
tem; (ii) a board of overseers, with functions of control and
surveillance, the duties of which include naming and revoking
the members of the board of management, approving the bal-
ance sheet, and filing claims against members of the board of
management. (Such powers belong to the ordinary sharehold-
ers’ meeting under the traditional system). With respect to the
balance sheet, the statuto may provide that, if not approved by
the board of overseers or, in any event, if so requested by one-

472 CC, Art. 2408.
473 CC, Art. 2409(4).
474 CC, Art. 2380(1).
475 CC, Arts. 2380(2) and 2409-octies.
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third of the members of the board of management or the board
of overseers, the approval of the balance sheet may be allocat-
ed to the shareholders’ meeting.476 The functions, duties, powers
and liabilities of the board of overseers are the same as those
specified for the board of statutory auditors under the tradition-
al system.477

(c) One-Tier System

The one-tier system follows the Anglo-Saxon method.
Like the traditional system, it consists of a board of directors
appointed by the shareholders. Oversight functions are under-
taken by a committee for management control within the board
of directors, or by directors who are not members of the exec-
utive committee and to whom neither specific powers nor par-
ticular tasks have been delegated. They must meet the require-
ments of independence provided for by the law for the board
of statutory auditors.478 The rules relating to the functions, du-
ties and powers of the directors follow the traditional model.479

The committee for control of management instead undertakes
the functions and the essential duties of the board of statutory
auditors under the traditional system.480

(2) Composition of the Board of Directors

The number of directors of an SpA is determined by its
articles of incorporation. Corporations may have one or more
directors, chosen by the shareholders’ meeting (except for the
first directors, who are identified in the articles of incorpora-
tion),481 none of whom need be shareholders or Italian citizens.
The directors must select their own chairman (presidente) un-
less the statuto provides for his/her appointment by the share-
holders or for the appointment of a sole director. The chairman
is always a legal representative of the SpA.

In the two-tier system, the board of management is com-
posed of two or more members, who need not be shareholders
or Italian citizens, appointed by the board of overseers.482 In
turn, the board of overseers is composed of members, who need
not be shareholders or Italian citizens, chosen by the sharehold-
ers’ meeting (except for the first overseers who are identified in
the articles of incorporation) and, unless otherwise provided in
the statuto, who may not be less than three in number.483

In the one-tier system, at least one-third of the board of
directors must have the requisite independence established for
members of the board of statutory auditors.484 Naming the mem-
bers of the committee for the control of management is the
duty of the board of directors, unless otherwise provided by the
statuto; the number of members may not be less than three in
corporations that seek risk capital on the market. In any event,
at least one of the members of the committee for the control of
management must be listed in the Register of Accounting Spe-
cialists.485

476 CC, Art. 2409-terdecies.
477 CC, Art. 2409-quatordecies.
478 CC, Arts. 2380(2) and 2409-sexiesdecies.
479 CC, Art. 2409-noviesdeceis.
480 CC, Art. 2409-octiesdecies.
481 CC, Arts. 2380 and 2383(1).
482 CC, Art. 2409.
483 CC, Arts. 2409-duodecies and 2409-novies.
484 CC, Arts. 2409-septiesdecies and 2399.
485 CC, Art. 2409-octiesdecies.

(3) Special Appointments

Under all three management systems, where this is permit-
ted by the statuto and authorized by the shareholders, the board
of directors may appoint one or more of its number to be man-
aging director(s), may appoint one or more vice-chairperson,
and may delegate its powers to an executive committee. The
powers delegated to such individuals or such a committee must
be specified in the appointment resolution. Their remuneration,
if not determined by the shareholders’ meeting, must be fixed
by the board, after consultation with the board of statutory au-
ditors.486

The board may choose to vest the “legal representation”
of the company in one or more of the persons so designated.487

Thereafter, the legal representative and the chairman of the
board will each have all the powers necessary for the attaining
of corporate objectives. An abstract of the minutes of the board
meeting at which such officers are elected must be filed with
the Companies Registry to apprize third parties of their powers.

(4) Elections

In the case of the traditional and one-tier systems, the
members of the board of directors are elected by the sharehold-
ers’ meeting; in the two-tier system, the shareholders’ meet-
ing chooses only the members of the board of overseers, which
in turn appoints the board of management. In any event, the
first directors are identified in the articles of incorporation.
Thereafter, directors are elected by the shareholders at ordinary
shareholders’ meetings.

A director’s term of service cannot exceed three years, but
absent a provision to the contrary in the statuto,488 a director
may be re-elected.

Directors must file an acceptance of office within 30 days
of being given notice of their election. Within the same time
period, directors granted specific powers must file their signa-
tures with the Companies Registry, indicating whether those di-
rectors having powers of signature are authorized to act singly
or in concert.489

Directors do not have “apparent authority” to bind a cor-
poration. Individual directors either act as legal representatives
or based on specific delegations of power by the board.

(5) Resignations and Vacancies

Under all three management systems, a director or mem-
ber of the board of management can resign by providing written
notice to the board of directors and to the chairman of the board
of statutory auditors. Resigning directors are not relieved of
their responsibilities towards a corporation until they have been
replaced.490 Notice of resignation must be filed with the Com-
panies Registry within 30 days by the board of statutory audi-
tors.491

Under the traditional and single-tier systems, the following
method applies with respect to vacancies:

486 CC, Art. 2389(1).
487 CC, Arts. 2381 and 2384.
488 CC, Art. 2383.
489 CC, Art. 2383.
490 CC, Art. 2385.
491 CC, Art. 2385(3).
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(i) A vacancy that occurs during the board’s term of office
is filled by the remaining directors choosing a replace-
ment, provided the majority consists of directors chosen
by the shareholders’ meeting, who must be approved by
the board of statutory auditors. A director elected in this
way holds office until the next ordinary shareholders’
meeting, at which time he/she can be confirmed or re-
placed.

(ii) If the majority of directors chosen by the shareholders’
meeting have left office, the remaining directors must call
a shareholders’ meeting to elect directors to complete the
terms of office of the original directors.492 The statuto fre-
quently provides that, in these circumstances, the terms of
office of the remaining directors are also terminated.

(iii) Where all directorships become vacant at once, or the
sole director vacates his or her post, the board of statutory
auditors must call a shareholders’ meeting and assume re-
sponsibility for ordinary management in the interim.
Under the two-tier system, if one or more members of the

board of management should cease to hold office during a fis-
cal year, the board of overseers must provide for their substitu-
tion.493 As to members of the board of overseers, the sharehold-
ers’ meeting is to act in the same manner.

(6) Duties

A director (or a member of the board of management in
the two-tier system) bears a fiduciary’s duty of care and loy-
alty to a corporation and its shareholders.494 In exercising his/
her authority as a director of a corporation, each director must
make the interests of the corporation paramount over his/her
own. For this reason, the Civil Code provides that no director
may be an unlimited partner, director, or general manager in a
partnership in competition with the corporation of which he/she
is a director, except with the approval of the shareholders, nor
may a director directly compete with the corporation. Violation
of this duty of loyalty may result in the director’s dismissal and/
or liability for damages resulting to the corporation.495

If there is a conflict of interest, the individual director must
communicate to all the other directors and to the board of statu-
tory auditors the interest that may be in conflict or in competi-
tion. A managing director has an obligation to abstain from un-
dertaking an operation in relation to which a conflict of interest
exists. The decision on such an operation must be taken by the
board.496 In both cases, the decision taken must be adequately
explained.497 The relevant resolution may be attacked where the
above requirements have not been met, or if the resolution of
the board or the executive committee was adopted with the de-
cisive vote of the director involved and the resolution is either
actually or potentially harmful to the corporation. The other di-
rectors and the board of statutory auditors can seek to annul the
resolution within 90 days. Under the two-tier system, the mem-

492 CC, Art. 2386(2).
493 CC, Art. 2409-noniesnonies.
494 CC, Art. 2392.
495 CC, Art. 2390.
496 CC, Art. 2391(1).
497 CC, Art. 2391(2).

bers of the board of overseers are similarly entitled to impugn
a resolution of the management committee.498

In performing his/her duties on behalf of a corporation,
each director must act with the diligence required by the nature
of the task and his/her specific competence and is liable, jointly
and severally with the other directors, to the corporation for
damage deriving from the nonobservance of that duty of care.499

Further, directors also are liable on a joint basis if they fail
to supervise the conduct of corporate affairs. A director who
is otherwise without fault will not be liable for acts or omis-
sions of the board if he/she has registered his/her dissent in the
minute book of the board of directors and provides written no-
tice accordingly to the chairman of the board of statutory audi-
tors.

(7) Liability

The corporation or a specified minority of shareholder
groups may sue the directors. Directors also may be liable to a
corporation’s creditors for nonobservance of their duties con-
cerning the preservation of the corporation’s assets.500 These
provisions also apply to managing directors appointed by the
shareholders or named in the articles of incorporation with re-
spect to their enumerated duties.501 In any event, suits based on
employment with the corporation remain applicable.

(8) Compensation

Under the traditional and one-tier systems, the fees and/or
share of profits to which the board of directors is entitled are
fixed in the articles of incorporation or set by the sharehold-
ers. The fees may consist in whole or in part of a share of the
profits or the granting of the right to subscribe to shares to be
issued in the future at a predetermined price. The fees of direc-
tors holding particular offices, in accordance with the statuto,
are established by the board of directors after consultation with
the board of statutory auditors.502

Under the two-tier system, the fees of members of the
board of overseers are fixed by the shareholders’ meeting, un-
less these are already fixed by the statuto.503 The fees of mem-
bers of the management committee are set by the board of over-
seers, unless the statuto reserves that right to the shareholders’
meeting.504

(9) Dismissal

Under the traditional and one-tier systems, the appoint-
ment of any director may be revoked at any ordinary sharehold-
ers’ meeting. However, absent just cause for such dismissal,
an action for damages may be brought against the corporation
by the director dismissed.505 Under the two-tier system, the ap-
pointment of members of the board of overseers may be re-
voked by the shareholders’ meeting at any time, by a resolution
adopted with a majority representing at least one-fifth of the

498 CC, Art. 2409-undecies.
499 CC, Arts. 2392(2) and 2393.
500 CC, Art. 2394.
501 CC, Art. 2396.
502 CC, Art. 2389.
503 CC, Art. 2364-bis.
504 CC, Art. 2409-terdecies.
505 CC, Art. 2383.
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corporate capital, even if the members were named in the ar-
ticles of incorporation, without prejudice to their right to dam-
ages if the revocation is without just cause.506

The appointment of members of the management commit-
tee may be revoked by the board of overseers at any time, even
if the members were named in the articles of incorporation,
without prejudice to their right to damages if the revocation is
without just cause.507

h. Directors’ Meetings

A corporation’s articles of incorporation will normally es-
tablish the minimum number of directors’ meetings required
per year and the notice to be provided to board members. Under
all three management systems, a majority of the directors, or
any greater quorum established in the articles of incorporation,
must be present (the statuto may provide that a director is “pre-
sent” via means of telecommunications) at a board meeting for
binding resolutions to be passed.508 Resolutions are passed by
an absolute majority of the directors present, unless otherwise
provided in the articles.509 All resolutions of the board of direc-
tors must be recorded in a minute book.

All members of the board of directors (or management
committee under the two-tier system) must be provided with
adequate notice of board meetings. The directors must be per-
sonally present (unless the statuto allows for presence via
telecommunications) to vote on resolutions offered at duly con-
vened meetings; neither directors’ proxy voting,510 nor alternate
or deputy directors are permitted. Frequently, the statuto stipu-
lates that, in the case of deadlock, the chairman of the board of
directors is to have a casting vote.

i. Board of Statutory Auditors

The board of statutory auditors (Collegio Sindacale) rep-
resents a concept unknown in U.S. corporate practice — that
of an internal auditing panel with direct responsibility to the
shareholders and oversight powers as to management. The
board of statutory auditors is a feature of only the traditional
system; under the one- and two-tier systems, its role is assumed
by, respectively, the board of overseers (which differs from
the traditional board of statutory auditors in that it has certain
powers belonging to the shareholders’ meeting under the tra-
ditional system),511 and the committee of control over manage-
ment (which differs from the traditional board of statutory au-
ditors inasmuch as it is an internal body within the board of di-
rectors).512 The principal function of the board of statutory au-
ditors is that of examining the legality and correctness of the
management of an SpA. While the board has no direct control
over the policy or administration of a corporation, it has a duty
to prevent any violation of the corporation’s articles of incor-
poration513 and, where the directors are unable or unwilling to

506 CC, Art. 2409-duodecies.
507 CC, Art. 2409-nonies (5).
508 CC, Art. 2388(1).
509 CC, Art. 2388(2).
510 CC, Art. 2388(3).
511 CC, Art. 2409-octies et seq.
512 CC, Art. 2409-sexiesdecies et seq.
513 CC, Art. 2403.

perform certain functions (for example, convening mandatory
shareholders’ meetings), it must act in their stead.514

It should be noted that, under the 2004 corporate gover-
nance reform, control over accounting is no longer the duty of
the board of statutory auditors, but is now normally exercised
by an external auditor, in the case of both listed and unlisted
companies. Nevertheless, certain accessory functions of an ac-
counting nature remain the responsibility of the board of statu-
tory auditors, such as controlling the adequacy of the account-
ing system, offering an opinion on the adoption of particular
valuation criteria with respect to items on the balance sheet and
drafting a report on the balance sheet. In addition, the board of
statutory auditors is required to review and, in the case of cor-
porations not listed on the stock exchange, to certify the annual
corporate accounts provided to it by the board of directors. (For
a discussion of the Civil Code requirement of an outside audit
in the case of firms listed on the stock exchange, see l., below).
Such certification must be accompanied by the board of statuto-
ry auditors’ report containing an appraisal of the corporation’s
financial position and all relevant observations and criticisms
as to the corporation’s financial management.

In meeting these responsibilities, board members, both in-
dividually and collectively, have the authority to require the
production of information or documentation from the board of
directors as to general business or particular transactions. The
result of such inquiries and inspections must be transcribed in a
special auditors’ minute book.515

With regard to its more general oversight functions, the
board is entitled to seek judicial voiding of any resolution im-
properly passed by the directors or shareholders. It also must
petition the appropriate court for a reduction of corporate cap-
ital when losses have reduced corporate capital by more than
one-third and no resolution to that effect has been voted by the
shareholders.

In its reports to shareholders’ meetings, the board of statu-
tory auditors must make a note of all shareholder complaints
that have been brought before it alleging violations by manage-
ment of the corporation’s articles of incorporation or best in-
terests. On receiving a complaint brought by shareholders rep-
resenting one-twentieth (one-fiftieth in the case of corporations
that seek risk capital in the market) of the corporate capital,
the board of statutory auditors must promptly investigate the al-
leged improprieties, and submit findings and recommendations
to the shareholders if the complaint is supported by the facts.516

An SpA may opt to appoint a sole statutory auditor where
the charter does not require a board of statutory auditors. To
exercise this option, a corporation must meet the requirements
to file an abridged balance sheet (see k.(3), below) and the
sole auditor must be registered in the role of Inspectors of Ac-
counts.517

(1) Composition of the Board

The board of statutory auditors has either three or five
standing members, as determined in the articles of incorpora-

514 CC, Art. 2406.
515 CC, Art. 2403 bis.
516 CC, Art. 2408.
517 CC, Art. 2397, as amended by DL No. 5, Feb. 9, 2012, Art. 35 (1).
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tion (in some cases by law), and two substitute auditors who
can replace a standing auditor who ceases to hold office.518 The
chairman of the board of auditors is elected by the sharehold-
ers’ meeting.519 One active member and one substitute member
of the board of statutory auditors must be registered in the role
of inspectors of accounts (revisori contabili). The other mem-
bers must be either lawyers, accountants, bookkeepers, labor
consultants, or law or economics professors.520 This provision
also applies to the board of overseers521 and the members of the
committee for the control of management,522 which under the
two-tier and one-tier systems, respectively, have the same func-
tions as the board of statutory auditors. Auditors need not be
shareholders.

The members of the board of statutory auditors, including
the first group named in the articles of incorporation, are ap-
pointed for renewable terms of three years at ordinary share-
holders’ meetings.523 Statutory auditors hold office for three fis-
cal years. Their term expires on the date of the shareholders’
meeting called for the approval of the balance sheet related to
the third fiscal year of their term, at the moment at which the
board is reconstituted.

In addition to the standard grounds for ineligibility for of-
fice (for example, insanity and bankruptcy), other grounds for
ineligibility are: being related by blood or marriage up to the
fourth degree, or married, to a director of the corporation; be-
ing the spouse or a relative up to the fourth degree of a direc-
tor of a controlled corporation, a controlling corporation, or a
corporation that is subject to common control due to a work re-
lationship or a continuing relationship of consultancy or com-
pensated work, or by any other relationship of an economic
nature that compromises the auditor’s independence; being an
employee of the corporation or a subsidiary; or being suspend-
ed, at any time during the term of office, from the professional
organization that was the auditor’s credential for board mem-
bership. The statuto can specify other reasons for ineligibility
or termination, as well as other reasons for incompatibility, and
limits and criteria for the accumulation of appointments.524

(2) Compensation

The compensation of the board of auditors is established at
the shareholders’ meeting at the time of the auditors’ appoint-
ment.525 Normally, compensation is determined by reference to
a schedule created for that purpose by law, based on the corpo-
ration’s capital plus reserves.

(3) Meetings

The board of statutory auditors must meet at least once
every 90 days. Decisions must be approved by an absolute ma-
jority of those present at a meeting. The board of statutory
auditors is duly constituted when a majority of the auditors
is present. Members dissenting from any resolution may have

518 CC, Art. 2397(1).
519 CC, Art. 2398.
520 CC, Art. 2397(2); DM No. 320, Dec. 29, 2004.
521 CC, Art. 2409-duodecies (4).
522 CC, Art. 2409-octiesdecies (3).
523 CC, Art. 2400.
524 CC, Art. 2399(3).
525 CC, Art. 2402.

the grounds for their dissent recorded in the minutes of the
meeting.526 Auditors must attend all directors’ and shareholders’
meetings and those of the executive committee, if such a com-
mittee exists. Failure to attend two meetings of the auditors, di-
rectors or shareholders in any fiscal year, without cause, will
result in the forfeiture of an auditor’s position.527

(4) Liability

Auditors share with directors liability for any injury to a
corporation caused by any act or omission of the directors that
could have been averted by the exercise of diligence.528 In the
event of such injury to the corporation, shareholders represent-
ing 10% (5% in the case of corporations that seek risk capital
on the market) of the corporate capital may resort to the appro-
priate court for a private hearing and investigation. If the com-
plaint is found to be justified, the court may order any of an
array of remedies, including the dismissal of the directors and
auditors, and the appointment of a judicial administrator.529

j. Books and Records

A corporation must maintain a large number of mandatory
records. In addition to a corporate journal and inventory book,
a company is required to keep a stock register and a bond reg-
ister (if the corporation has issued bonds), as well as minute
books of all meetings of the board of directors or the board of
management (under the two-tier system), the board of statutory
auditors or the board of overseers or the committee for control
of management (under, respectively, the two-tier and one-tier
systems), the executive committee (if such a committee exists),
the shareholders and the bondholders.530

The records must be kept in books the pages of which have
been numbered consecutively in advance. Each book must be
certified before it is put into use, and pages may not be de-
stroyed or replaced. (See IV.G., below, for a discussion of the
stamp tax applicable to legal documents.)

A corporation is also required to retain originals of all in-
coming letters, invoices and telegrams, and copies of all such
outgoing documents for a period of 10 years.531

These general corporate rules are supplemented by special
requirements of the tax laws (for example, for a record of fixed
assets and depreciation taken) and the labor laws (for example,
for a payroll journal and a personnel register).

k. Financial Reporting

It is the board of directors’ duty to prepare annual accounts
for the corporation and submit them with a report to the cor-
poration’s statutory and external auditors, and to the sharehold-
ers. After examining these records, the auditors deliver their re-
port to the shareholders at the annual meeting. The annual ac-
counts must normally be approved at a shareholders’ meeting
within four months of the end of the corporation’s fiscal year,
although this time limit may be extended to six months.532 Ap-

526 CC, Art. 2404.
527 CC, Art. 2405.
528 CC, Art. 2407(2).
529 CC, Art. 2409.
530 CC, Art. 2421.
531 CC, Arts. 2214, 2220, and 2421.
532 CC, Art. 2364(2).
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proval of the accounts does not relieve the directors, who are
responsible for their accuracy, of liability resulting from any
breach of their duty in connection with the preparation of these
documents.

The balance sheet of a corporation under the two-tier sys-
tem is approved by the board of overseers rather than by the
shareholders’ meeting, although the statuto may provide that,
if the balance sheet is not approved by the board of overseers,
or if so required by at least one third of the members of the
board of management or the board of overseers, the sharehold-
ers’ meeting is competent to approve the balance sheet.533

The chief components of the annual accounts are the bal-
ance sheet, the profit and loss account, and the notes to the ac-
counts. The law states that all records relating thereto must be
retained for a period of 10 years from the date of the last en-
try.534 All records must be maintained in accordance with the
rules of orderly accounting. There must be no blank spaces,
interlinear entries or marginal notations. No erasures can be
made. Any cancellations must be made in such a manner as to
leave the canceled words legible.535

Within 30 days of their being approved, a copy of the
annual accounts, the reports of the board of directors and the
board of auditors, and a list of the shareholders, indicating
the number of shares possessed by each shareholder and other
rightholders, as well as the minutes of the meeting that ap-
proved them (the shareholders’ meeting or the board of over-
seers under the two-tier system), must be filed with the Com-
panies Registry,536 as well as with the National Commission for
Companies and the Stock Exchange (CONSOB) if the corpora-
tion is listed on a stock exchange or otherwise subject to CON-
SOB requirements. The directors are subject to fines for failure
to file or late filing.

Within the same period, a corporation also is required to
file its income tax return, accompanied by the balance sheet and
the profit and loss statement, the report of the directors, the re-
port of the auditors, and the minutes of the meeting of the share-
holders (or the board of overseers, under the two-tier system)
that approved the balance sheet.537

(1) Annual Accounts

The annual accounts are drawn up by the board of direc-
tors and comprise a balance sheet (financial statement), profit
and loss account, and notes to the accounts. These are reviewed
by the board of statutory auditors and, except in the case of cor-
porations that do not seek risk capital on the market and are
not required to prepare a consolidated balance sheet, by an in-
dependent accounting firm. The annual report prepared by the
board of directors must present a reliable, balanced, and ex-
haustive analysis of the corporation’s business as well as a de-
scription of the main risks and uncertainties to which the cor-
poration is exposed.538 The board of directors must submit its
annual report to the auditors at least 30 days (45 days, if to an

533 CC, Art. 2409-terdecies.
534 CC, Art. 2220.
535 CC, Art. 2219.
536 CC, Art. 2435, as amended by D. Lgs. No. 127, April 9, 1991 and Law

No. 310, Aug. 12, 1993.
537 CC, Art. 2423(3).
538 CC, Art. 2428(1).

independent auditing firm) before the annual meeting at which
it is to be approved.

The auditors also report on the exact correlation between
the amounts shown in the balance sheet and the amounts re-
flected in the corporation’s books, on the prudential nature of
the criteria used in drawing up the balance sheet, and on the
periodic reviews of the corporation’s records. The report con-
cludes by making remarks and recommendations relating to the
approval of the balance sheet. Where relevant, an independent
auditing firm must certify the accounts, or justify its refusal to
do so, in a written report to the shareholders.

The balance sheet and the reports of the directors and audi-
tors must be kept available for shareholder inspection at the le-
gal address of the corporation during the 15 days preceding the
shareholders’ meeting and until the balance sheet is approved.539

The approved balance sheet must be signed by the chair of the
board of directors and by the auditors.

The Civil Code sections regarding the content of the bal-
ance sheet and valuation criteria were amended by Legislative
Decree No. 127 of April 9, 1991, to comply with EC Directive
349/83. These items, as well as the layout of the balance sheet,
are specified540 in the Code. Offsetting entries between assets
and liabilities is forbidden. The criteria to be followed in valu-
ing assets are set out in (b), below.

(a) Contents of the Balance Sheet

Legislation adopted in 1991 specified a precise format for
balance sheets that must be used by all companies. For the
items that must be indicated in the balance sheet, subject to the
provisions of special laws concerning companies engaged in
regulated activities (for example, banks and insurance compa-
nies), see the Worksheets.

(b) Criteria for the Valuation of Assets

The following criteria must be observed in valuing as-
sets:541

(i) Fixed assets must be carried at purchase price or pro-
duction cost. The purchase price includes incidental costs;
production cost includes all direct, as well as financing,
costs.

(ii) The cost of tangible and intangible fixed assets having
a limited economic life must be systematically amortized,
taking account of their residual utility. Changes in amor-
tization criteria and coefficients applied must be disclosed
in the notes to the accounts.

(iii) Fixed assets that, at the close of the fiscal year, have
a permanently lower value than the value achieved by ap-
plying the criteria set out above in (i) and (ii) must be en-
tered at that lower value. If the reason for the lower value
ceases to apply, the lower value may no longer be used.

If shareholdings in controlled or affiliated companies are
carried at a cost that is greater than the value derived using
the net worth method, the reasons for so carrying these as-

539 CC, Art. 2429.
540 CC, Art. 2424, as amended by D. Lgs. No. 127, April 9, 1991; D. Lgs.

No. 139, Aug. 18, 2015.
541 CC, Arts. 2424–2426.
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sets must be stated in the notes to the accounts. If the cor-
poration is not required to prepare consolidated accounts,
the shareholdings are carried at the value of the corre-
sponding fraction of the net assets as shown in the last bal-
ance sheet of the enterprise in which the corporation has
invested. The difference must be shown in the notes to the
accounts.

(iv) Shareholdings in controlled or affiliated companies
can be valued, as to either one or more of those enterprises,
at an amount equal to the corresponding fraction of the
net assets shown in the last balance sheet of the enterprise
(less dividends) in which the shareholdings are held and
after application of the adjustments required in drafting
consolidated accounts.

When it is first entered, a shareholding may be shown us-
ing the net worth method or at cost. The difference be-
tween the fraction attributable to depreciable assets and
the fraction attributable to goodwill must be amortized. If
the net worth method is used, any capital gains later de-
rived as a result of using this method must be placed in a
nondistributable reserve.

(v) The cost of plant and equipment and expansion, and
research and development (R&D) costs with an economic
life longer than one fiscal year may be carried as assets,
with the consent of the board of statutory auditors, and
must be amortized over a five-year period. The 2026 Bud-
get Law introduces hyper-amortization for qualifying new
capital goods, acquired between January 1, 2026 and Sep-
tember 30, 2028, tax-deductible costs may be increased
via hyper-amortization (up to 180% for investments up to
2.5 million euros). Such assets must be amortized over
five years with the consent of the board of auditors.542 Div-
idends may be distributed only if enough remains in the
distributable reserves to cover costs that have not yet been
depreciated.

(vi) Purchased goodwill may be carried as an asset, with
the consent of the board of statutory auditors, if any, in
an amount not exceeding the price paid, and written off
within five years. However, a longer write-off period may
be used, provided it does not exceed the period of use of
the goodwill and is adequately explained in the notes to
the accounts. Pursuant to the 2026 Budget Law, for spe-
cific entities (mainly banks and insurance companies), the
12.36% tax deduction quota for goodwill amortization and
intangible assets linked to deferred tax assets (DTAs) that
was scheduled for the 2027 fiscal year is suspended. This
amount must now be recovered in two equal installments
of 6.18% during the 2028 and 2029 fiscal years.543

(vii) Expenses related to a loan are carried as assets and
depreciated over the duration of the loan.

(viii) Receivables are valued in accordance with their re-
covery value.

542 Law No. 199, Dec. 30, 2025, Art. 1 (427)–(436).
543 Law No. 199, Dec. 30, 2025, Art. 1 (77).

(ix) Assets and liabilities in foreign exchange, other than
fixed assets, must be shown at the exchange rate for cash
at the closing date of the fiscal year, and the profit or loss
on exchange must be imputed to the profit and loss ac-
count, and any net profit must be placed in a special re-
serve not to be distributed until realized. Fixed assets in
foreign exchange must be shown at the exchange rate at
the time of their acquisition or, if lower, that on the date
of closing of the fiscal year, if the reduction is considered
permanent.

(x) Inventory, securities and investments that are not fixed
assets are carried at a value not exceeding the lower of
market value, purchase price, or production cost unless,
in subsequent fiscal years, the reasons for the lower value
cease to apply. Distribution costs cannot be costs of pro-
duction.

(xi) The cost of fungible goods is calculated based on av-
erage weighted price, using a “first in first out” (FIFO)
or “last in first out” (LIFO) method; if the value thus ob-
tained differs appreciably from the actual costs at closing,
the difference must be indicated, by category of goods, in
the notes to the accounts.

(xii) Commissioned work in progress may be carried as as-
sets, based on reasonably certain contract amounts.

(xiii) Industrial and commercial equipment, raw materials,
reserves and consumables are carried as assets in a con-
stant amount where: the items are constantly renewed;
overall, the items are of scant importance in relation to the
other assets; and there are no variations in the importance,
amount and composition of the items.

(2) Profit and Loss Statement

For the composition of the profit and loss statement,544 see
the Worksheets.

(3) Abridged Balance Sheet

Unlisted companies may draw up abridged balance sheets
when, in their first year or for two succeeding years, they do
not exceed two of the three following limits:

(i) Balance sheet total: 4,4 million euros;

(ii) Net turnover: 8,8 million euros; and

(iii) Average number of employees during the financial
year: 50.545

Corporations using abridged balance sheets must prepare
an ordinary balance sheet if two of the above criteria are ex-
ceeded for two consecutive fiscal years.

For the items that must be included in an abridged balance
sheet, see the Worksheets.

(4) Assets Destined for a Specific Transaction

In 2004, a new concept was introduced to extend the fi-
nancing possibilities for SpAs beyond the traditional channels

544 CC, Art. 2426.
545 CC, Art. 2435-bis, as amended by D. Lgs. No. 173, Nov. 3, 2008, Art.

1.
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of shareholder finance, resort to credit, and associations in par-
ticipation. Two separate fact situations are provided for: (i) the
corporation may either assign one or more holdings exclusive-
ly to the execution of a transaction with a value not exceeding
10% of the net worth of the corporation and not involving a re-
served activity under a special law; or (ii) the corporation may
agree in the finance contract for a specific transaction that re-
imbursement of the loan will be covered by the revenue from
the transaction itself (or part thereof). In both cases, there is a
separation of assets.

The first case covers assets or security already in the hands
of the corporation for the carrying out of a particular transac-
tion. Such assets enjoy the benefit of limited liability for oblig-
ations contracted with respect to the specific transaction, unless
different provision is made in the resolution creating it. Provi-
sion is made for issuing financial interests with a participation
in the transaction. Ad hoc rules apply with respect to the trans-
action, as though the assets were a separate company, relating
to the manner of constituting it, making public the information
relating thereto, the rights of the corporation and its creditors,
reporting, and other formalities.546

l. Audit Review

Accounting control and the audit review of the annual ac-
counts of corporations listed on the stock exchange are entrust-
ed to outside auditors.547 These firms are required to certify bal-
ance sheets and profit and loss statements, and in general, to
perform the functions of the independent auditing firms long
familiar in Anglo-American corporate practice. The board of
statutory auditors performs a limited internal control function.

The duties of the party charged with auditing are essential-
ly those of verifying that the corporate accounts are properly
kept, examining the management items found therein, confirm-
ing that the balance sheet reflects the accounts, and providing
an opinion on the balance sheet, including the consolidated bal-
ance sheet, to be deposited at the offices of the corporation.
For this purpose, independent auditors have the legal right to
obtain from corporate directors documents and information re-
quired for their audits. They may carry out inspections and con-
trols, informing the board of statutory auditors of any facts that
they consider prejudicial to the corporation, and thereby assist-
ing the board in fulfilling its legal duties.

(1) Unlisted Corporations

As of January 1, 2004, accounting review is no longer the
task of the board of statutory auditors, but must be entrusted
to an external auditor, which was formerly a requirement only
for listed companies. There are special rules for unlisted cor-
porations, including the option of choosing an individual and
not necessarily an auditing firm as the party responsible for the
review. The assignment lasts for three fiscal years, until the
shareholders’ meeting to approve the balance sheet for the third
year and, unlike in the case of listed companies, is not renew-
able. The appointment may be revoked only for just cause, at
the recommendation of the company’s management body.548

546 CC, Art. 2447-bis.
547 D. Lgs. No. 39 of Jan. 27, 2010.
548 D. Lgs. No. 39, Jan. 27, 2010, Art. 13(3).

Another difference with respect to listed companies is that
CONSOB has no powers of appointment. An unlisted corpora-
tion may be exempted from the requirement of external review
if it does not seek risk capital on the market and is required
to draft a consolidated balance sheet. Such a corporation may
provide in its statuto for the accounting review to be entrusted
to a board of statutory auditors, all members having qualified
as accountants (revisori contabili) in the Registry kept by the
Ministry of Justice. Unlisted companies that are under the one
or two-tier systems cannot enjoy this exception for the simple
reason that, under these systems, the board of statutory auditors
does not have an independent nature.

(2) Public Corporations

The shareholders of a listed corporation select the indepen-
dent auditing firm. If the shareholders fail to make such a des-
ignation, the firm is appointed by CONSOB. The appointment
is effective for three fiscal years and may be renewed twice.
Thereafter, the same firm may not be named for a five-year pe-
riod. The relationship may be severed for “just cause,” which
automatically triggers an investigation.

Auditors’ fees may be determined by the shareholders,
subject to CONSOB approval.

The directors of a corporation are charged with submitting
accounts to the independent auditors before the annual general
meeting. The accounts must be certified by the auditors if they
are found to present, according to generally accepted account-
ing principles, an accurate reflection of the corporation’s finan-
cial situation. A refusal to certify the accounts must be support-
ed by a report specifically outlining the auditing firm’s objec-
tions.

The independent auditors must maintain a book at the cor-
poration headquarters setting out their certifications, opinions
and determinations.

The law establishes time limits for the certification of the
balance sheet and its issuance, filing and publication. A certi-
fied balance sheet may, nonetheless, be challenged by share-
holders representing at least 5% of the corporate capital. The
balance sheet also may be attacked by CONSOB within six
months of the registration of the resolution approving it. CON-
SOB supervision and external audit extend to banking institu-
tions, large financial companies, and public agencies, as well as
to listed companies.

m. Dividends and Other Distributions

The distribution of corporate profits is effected by the pay-
ment of dividends to the shareholders of the corporation. Fol-
lowing the approval of the annual accounts at their general
meeting, the shareholders resolve on the manner and extent of
the distribution of a corporation’s profits. Under the two-tier
system, the decision as to the distribution of profits is the task
of the shareholders’ meeting, even if the balance sheet has been
approved by the board of overseers. For dividends to be de-
clared, the approved balance sheet must show profits actually
realized.549 Dividends received in good faith by the sharehold-
ers, based on the figures shown in the approved balance sheet,

549 CC, Art. 2433(1) and (2).
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may not be subsequently recovered should those figures later
prove to have been incorrect or misleading.550

A corporation is not required to make a distribution of its
profits and may elect instead to transfer such profits to statu-
tory or other reserves. On the other hand, a corporation may
distribute interim dividends between yearly general meetings
by resolution of the board of directors as an advance against
the amount to be distributed at the end of the fiscal year. Be-
cause no statute specifically authorizes the payment of interim
dividends, problems occasionally arise; however, many listed
companies have established a practice of declaring interim div-
idends.

n. Reserves and Funds

In a rather outdated effort to ensure, on behalf of both
creditors and shareholders, that a corporation’s net resources
remain equal to its capital, Italian law requires payment into a
statutory reserve by every corporation of an amount equal to at
least 1/20 of its annual profits until the reserve equals one-fifth
of the corporation’s stated capital.551 Yearly transfers to the re-
serve must be resolved on by the shareholders at their general
meeting. Should the reserve be reduced for any reason, subse-
quent profits must be applied to replenish it.552

Paid-in surplus received by a corporation as a result of the
issue of shares at more than par value may not be distributed
until the legal reserve fund has reached the required one-fifth
of capital.

The Civil Code requires a severance compensation reserve
as an accounting provision for the termination of employment
relationships. However, such reserves are unfunded.

In addition to the statutory reserves, a corporation may,
through its articles of incorporation, authorize reserves that are
subject to distribution on a subsequent resolution of the share-
holders.

o. Securitization

One of the enduring problems of Italian commercial law
has been the high cost and inflexibility of the classic means by
which a debtor grants a security interest in his/her property, i.e.,
a mortgage on real property. Faced with competition within the
EU from those jurisdictions that had modernized their securi-
ty instruments, the Italian legislature enacted a law to permit
the transfer of debts into a specific security interest (cartolariz-
zazione) to facilitate certain transactions.553

Basically, under this system, existing and future financial
obligations that can be identified in block are transferred to a
“special purpose vehicle” (SPV) company that deals exclusive-
ly with securitization. The assets transferred are separate from
both the transferor company and the SPV’s assets and those as-
sets involved in other securitization operations.554 Thus, monies
paid by the assigned debtors will be used to satisfy the credit
rights of the securities issued by the SPV. Essentially the same
technique can be used for transfers to mutual funds that have as
their purpose the purchase of accounts receivable.

550 CC, Art. 2433(4).
551 CC, Art. 2430.
552 CC, Art. 2430(2).
553 Law No. 130, April 30, 1999.
554 Law No. 130, April 30, 1999, Art. 3.

p. Shareholders’ Agreements

A set of rules for shareholders’ agreements, applicable
to both listed and unlisted companies555 (rules for such agree-
ments had been created by the Draghi Decree for listed corpo-
rations), has been in effect since January 1, 2004. These agree-
ments have as their purpose the stabilization of the ownership
arrangements of a corporation or its governance and involve
the exercise of voting rights. They place limits on the transfer
of shareholdings and are entered into in order to exercise, joint-
ly, a dominant influence.

Agreements may stipulate a fixed or indefinite term. Fixed
agreements may not exceed a five-year term; if they are for a
longer period, they are automatically reduced. If they are for an
indefinite period, the contracting parties may withdraw with at
least six months’ prior notice.

Public notice requirements apply to agreements involving
a corporation that seeks risk capital in the market. The corpo-
ration must be notified and such agreements must be openly
declared in each shareholders’ meeting. This open declaration
must be noted in the minutes of the meeting, which are to be
deposited in the Companies Registry. Failure to give such no-
tice results in a freezing of the right to vote and eventually can
lead to the impugning of the resolutions concerned.556

3. Liquidations

A corporation may be liquidated at the behest of its share-
holders, expressed by resolution at an extraordinary meeting, or
on the fulfillment of a stipulated legal or other event,557 ranging
from the exhaustion or achievement of corporate objectives to
bankruptcy. The statuto may in any event provide reasons for
liquidation in addition to those provided by law.558

Except in cases where dissolution is the result of a share-
holder mandate, the directors are required to determine without
delay if a reason for liquidation has occurred and to present
the declaration thereof to the Companies Registry for registra-
tion.559 In the event of delay on the part of the directors, the oc-
currence of the liquidation event can be ascertained by decree
of the Tribunal, which is also to be presented to the Companies
Registry, at the request of any shareholder, director, or statu-
tory auditor.560 Dissolution marks the conclusion of a corpora-
tion’s active business life, but its existence as a legal entity con-
tinues until the winding-up is completed. Following the pas-
sage of a shareholder resolution or a court order requiring liqui-
dation, liquidators are appointed by the shareholders, or failing
that, the court.

On appointment, the liquidators assume the directors’ re-
sponsibility for the corporate assets, as well as the corpora-
tion’s books and records. The shareholders’ meeting or the de-
cree of the Tribunal naming the liquidators fixes the criteria in
accordance with which the liquidation is to take place and the
powers of the liquidators, with particular reference to the trans-
fer of the business or lines of business, or even the individual

555 CC, Art. 2341 bis and 2341 ter.
556 CC, Art. 2341-ter.
557 CC, Art. 2484.
558 CC, Art. 2484(7).
559 CC, Art. 2484(1)–(7).
560 CC, Art. 2485.
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assets or rights or groups of assets or rights. It also establish-
es the actions necessary to conserve the value of the enterprise,
including the temporary conduct of its business or individual
lines of business, all for the purpose of maximizing realiza-
tion.561 In all cases, the liquidators have the power to undertake
all actions useful for the liquidation of the corporation.562 The
liquidators must prepare and submit a final balance sheet spec-
ifying the portion of the proceeds of the liquidation due to each
shareholder. A report by the board of statutory auditors and the
party charged with the accounting review must be attached to a
signed copy of this final balance sheet and filed with the Com-
panies Registry.563 If the liquidation takes more than one fiscal
year, the liquidators must prepare a fiscal year balance sheet at
the end of the fiscal year, in accordance with the norms relating
to it.564

If no shareholder objects to the contents of the final bal-
ance sheet within 90 days of its filing in the Companies Reg-
istry, it is deemed to be approved and the liquidators may pro-
ceed to distribute the corporation’s assets.565 In the event of a
timely objection, the court will commence hearings on the plan
of liquidation. All shareholder claims may be consolidated, at
the court’s discretion, in a single proceeding; the court’s deci-
sion will, thereafter, be binding on the parties and all sharehold-
ers, whether or not represented at the hearing.566 Following the
approval of the final balance sheet, the liquidators must petition
the court for cancellation of the company’s registration.567 In ad-
dition, the liquidators must deposit the corporate books with the
court, where they will be available for inspection by interested
parties, on payment of the usual fees, for a period of 10 years.
With the cancellation of its registration, the legal personality of
the corporation is surrendered.

Prior to the passage of Legislative Decree No. 192 of De-
cember 13, 2024, the tax regime for voluntary liquidations pro-
vided that income relating to the period between the beginning
and the end of the liquidation was to be determined on the ba-
sis of the final financial statements. Furthermore, if the liquida-
tion lasted beyond the first year, the income relating to the re-
maining portion of that year and each subsequent interim year
was to be determined, on a provisional basis, on the basis of
the respective financial statements. The tax so calculated would
be paid and was subject to adjustment to be made on the basis
of the final liquidation financial statements. Legislative Decree
No. 192 changed this treatment. The law now provides that the
taxes paid in the intermediate years, before final closure of the
liquidation, are considered to have been paid outright, with no
possibility of adjustment or refund.568

561 CC, Art. 2487.
562 CC, Art. 2489.
563 CC, Art. 2492(2).
564 CC, Art. 2490.
565 CC, Art. 2493(1).
566 CC, Art. 2492(4).
567 CC, Art. 2495(1).
568 D. Lgs. No. 192, Dec. 13, 2024, Art. 18.

C. Public Companies

1. Mandatory Public Purchase Offers

The law commonly known as the “Draghi Decree” pro-
vides that anyone acquiring for consideration a shareholding in
excess of 30% in a listed company must make a public offer to
purchase all the remaining common stock at a price not low-
er than the average between the weighted market price over
the last 12 months and any higher price agreed during that
same period by the offeror for the purchase of the common
shares.569 This law removed CONSOB’s discretionary power to
fix a threshold triggering the obligation to make a public offer
to purchase. The law also requires a public offer to purchase the
remaining shares whenever, as a result of a global takeover, a
shareholder acquires a 95% ownership in a company listed in
Italy, should such a request be made.570 In the event that a share-
holder acquires more than a 90% ownership, the shareholder,
on request, is required to make a public offer unless, within 90
days of the acquisition, sufficient shares are made available to
ensure a proper course of buy and sell transactions.571

CONSOB determines both the conduct of the offer and ex-
empt situations.572 Violation of its requirements will entail the
suspension of voting rights attached to the entire shareholding
and, within 12 months, the shares that exceed the percentages
indicated will have to be sold.573

A public offer must also be made when the 30% and 90%
levels indicated above are exceeded as a result of purchases
made by several parties acting together.574

2. Conditional Offers

The Draghi Decree also governs the circumstances in
which a nonobligatory public offer can be made.575 Such offers
can be made if at least 60% of the common shares are tendered,
subject to the condition that the offerors have not purchased
more than 1% of the shares in the 12 months prior to the offer
or during the offer, and that the offer will be valid only if it
is accepted by shareholders owning a majority of the common
shares not owned by the offeror, the shareholder holding the
relative majority of the shares, the shareholder holding even
only a relative majority if that shareholder’s holdings exceed
10%, and those acting in concert with the shareholder.576

If, after a public offer, the purchaser owns more than 95%
of such shares, the purchaser has the right to purchase the re-
maining shares at a price to be fixed by a court appointed ex-
pert.577

569 D. Lgs. No. 58, Feb. 24, 1998, Art. 106(1), (2).
570 D. Lgs. No. 58, Feb. 24, 1998, Art. 108(1), as amended by D. Lgs. No.

146, Sept. 25, 2009, Art. 2(a).
571 D. Lgs. No. 58, Feb. 24, 1998, Art. 108(2).
572 D. Lgs. No. 58, Feb. 24, 1998, Art. 106(3), (4), (5).
573 D. Lgs. No. 58, Feb. 24, 1998, Art. 110.
574 D. Lgs. No. 58, Feb. 24, 1998, Art. 109.
575 D. Lgs. No. 58, Feb. 24, 1998, Art. 107, as amended by D. Lgs. No. 146,

Sept. 25, 2009, Art. 2(3).
576 D. Lgs. No. 58, Feb. 24, 1998, Art. 107, as amended by D. Lgs. No. 146,

Sept. 25, 2009, Art. 2(3).
577 D. Lgs. No. 58, Feb. 24, 1998, Art. 111.
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3. Notification of Material Shareholdings

CONSOB must be notified of all shareholdings of 3% or
more in a listed company. This percentage is increased to 5%
if the shareholder is a listed company with shares in a com-
pany that is not listed.578 In the event of cross shareholdings, a
company that subsequently exceeds this limit cannot exercise
its right to vote the shares and must dispose of them within 12
months of the date on which it exceeds the limit.579

4. Notification of Shareholders’ Agreements

Within five days of its execution, a shareholders’ agree-
ment must be notified to CONSOB. The agreement must also
be published in summary form in the daily press and filed with
the Companies Registry. Failure to comply with these require-
ments will cause the suspension of the right to vote referred to
in the shareholders’ agreement.580

Other agreements also subject to the above requirements
are: agreements providing for the exercise of a right to vote in
listed companies (and their controlling companies); “consulta-
tion agreements;” agreements limiting the transfer of shares or
financial instruments carrying the right to purchase or to sub-
scribe to the same, or that involve the purchase of shares or fi-
nancial instruments or the joint exercise of a dominant influ-
ence over listed companies (or their controlling companies);
and agreements that encourage or counter takeover bids or ex-
change tender offerings, including the commitment not to ad-
here to a takeover bid.581

5. Broad Share Ownership

When the Draghi Decree was first enacted it also provided
for the protection of minority interests by reducing the share-
holding required for certain actions, which could be further re-
duced by the statuto. These protections have since been incor-
porated into the Civil Code. Thus, by way of example, to re-
quire the board of statutory auditors to investigate the actions
of directors, only 2% of the shareholders need join in the com-
plaint (rather than 5%, as in the case of unlisted companies);
and to file a complaint with the Tribunal only 5% of the share-
holders need participate (rather than 10%, as in the case of un-
listed companies).582

Furthermore, the statuto must contain clauses ensuring
that the minority shareholders can name a statutory auditor (or
two statutory auditors if the audit panel has more than three
members).583 Other provisions aimed at protecting the small in-
vestor require equal treatment among shareholders with respect
to the purchase of treasury shares and shares of a parent com-
pany.584

578 D. Lgs. No. 58, Feb. 24, 1998, Art. 120(2), as amended by D. Lgs. No.
25, Feb. 15, 2016, Art. 1.

579 D. Lgs. No. 58, Feb. 24, 1998, Art. 121(1).
580 D. Lgs. No. 58, Feb. 24, 1998, Art. 122(1), (3), (4), as amended by D.

Lgs. No. 146, Sept. 25, 2009, Art. 3(2)(a).
581 D. Lgs. No. 58, Feb. 24, 1998, Art. 122(1), (5), as amended by D. Lgs.

No. 229, Nov. 19, 2007, Art. 4.
582 CC, Arts. 2408 and 2409.
583 D. Lgs. No. 58, Feb. 24, 1998, Art. 148(2).
584 D. Lgs. No. 58, Feb. 24, 1998, Art. 132(1).

6. Proxy Solicitation

Under the Draghi Decree, it is legal to solicit proxies,585

even if this is forbidden by the statuto. Proxies may be given
only for shareholders’ meetings already called.586

Solicitation can be undertaken by a “promoter.”587 The pro-
moter must supply a prospectus and proxy form, the contents
of which are to be fixed by CONSOB.588

The proxy is exercised by the promoter, who may only
delegate the exercise thereof to third parties if these are ex-
pressly provided for in the prospectus.589

A shareholder association may also gather proxies, provid-
ed the association has been created by notarized contract, does
not engage in entrepreneurial activity and has at least 50 in-
dividual members, each being a shareholder holding no more
than 0.1% of the voting capital.590

7. Board of Statutory Auditors of Listed Companies

The directors must advise the board of statutory auditors at
least once every three months as to the business, financial and
economic operations of the company and its controlled com-
panies, with particular attention being given to operations that
may involve conflicts of interest. The statutory auditors, or any
one of the statutory auditors, may ask the directors for further
information and may at any time inspect or review the busi-
ness. (See also the discussion on the Board of Statutory Audi-
tors (Collegio Sindacale) at B.2.i., above.)

If the statutory auditors find irregularities, they must:

(i) Report the irregularities to the shareholders’ meeting;

(ii) Advise CONSOB;

(iii) Provide the information to the outside auditors and de-
velop proposals to resolve the problems with the firm;

(iv) Call a meeting of the executive committee, the board
of directors, or the shareholders and make proposals; or

(v) Report the facts to the Tribunal.

8. External Auditor

Verification of the accounts and financial statements of
listed companies is the exclusive duty of external accountants,
who must be enrolled in a special register.591 The auditors are
required to report immediately to CONSOB and to the compa-
ny’s management body any matters that they believe merit crit-
icism.

CONSOB is responsible for overseeing auditing firms that
are registered as authorized to examine listed companies. An
audit company has the duty to express in its report a “judg-
ment” on the profit and loss statement and on the financial
statement (consolidated where appropriate). The auditors must
inform CONSOB if they express a negative opinion of the prof-
it and loss and financial statements or if they find it impossible

585 D. Lgs. No. 58, Feb. 24, 1998, Art. 137(3).
586 D. Lgs. No. 58, Feb. 24, 1998, Art. 142(1).
587 D. Lgs. No. 58, Feb. 24, 1998, Art. 138.
588 D. Lgs. No. 58, Feb. 24, 1998, Art. 138(1).
589 D. Lgs. No. 58, Feb. 24, 1998, Art. 138.
590 D. Lgs. No. 58, Feb. 24, 1998, Art. 141.
591 D. Lgs. No. 58, Feb. 24, 1998, Art. 155(2).

Detailed AnalysisDetailed Analysis III.C.8.III.C.8.

7190 © 2026 Bloomberg Industry Group, Inc., Arlington, VA
ISBN 978-1-63359-299-5 10/01/2026 A - 67



to express an opinion.592 A shareholders’ resolution approving
the balance sheet can be attacked by shareholders representing
at least 5% of the corporate capital contending that the balance
sheet is not in conformity with the rules. The same number of
shareholders may petition the court to assess whether the con-
solidated balance sheet has been properly prepared. The same
initiatives may be undertaken by CONSOB within six months
of the filing of the annual accounts in the Companies Reg-
istry.593

Additionally, it should be noted that in the event of a cap-
ital increase where existing shareholders are excluded or a lim-
itation is placed on their right of first refusal, the outside audit-
ing company is required to give its opinion as to the adequacy
of the issue price. Likewise, in the event of a capital increase by
way of a contribution in kind, the outside auditors must review
the values established by the appraisers. However, in the event
of a merger or a split-up, the auditors may prepare their report
on the value of the shares on behalf of only one of the compa-
nies involved in the transaction.594

9. Audit Committee

With the enactment of Legislative Decree No. 39 of Janu-
ary 2010, implementing EC Directive 2006/43/EC on statutory
Audits of Annual Accounts and Consolidated Accounts, among
the changes introduced was the requirement that “public inter-
est entities” (for example, listed companies, companies issuing
publicly traded securities, insurance companies, banks and reg-
ulated market management companies) set up an audit com-
mittee responsible for the control of the financial information
process, the effectiveness of internal control systems, internal
audit and risk management, auditing of the annual accounts and
consolidated accounts, and the independence of the external au-
ditor or audit firm. To avoid additional corporate bodies having
to be created, the functions of the audit committee may be car-
ried out by the board of statutory auditors, the board of over-
seers, or the committee for management and control, depending
on the type of management system adopted.595

10. Insider Trading

CONSOB has the power to investigate violations of the in-
sider trading rules. CONSOB can request from a company any
information and documents it deems necessary, and can also
obtain access to the information of the tax authorities. At the
end of such an investigation, the chairman of CONSOB sub-
mits a report to the public prosecutor.

D. Limited Liability Company

1. In General

The rules applying to limited liability companies (società
a responsabilità limitata or Srls) through December 31, 2003,
were very similar to those applying to SpAs, subject to a few
exceptions, for example, with regard to the minimum corporate
capital and the division of the capital into quotas (rather than
shares). However, as of January 1, 2004, new provisions were

592 D. Lgs. No. 58, Feb. 24, 1998, Art. 156(4).
593 D. Lgs. No. 58, Feb. 24, 1998, Art. 157(1), (2).
594 D. Lgs. No. 58, Feb. 24, 1998, Art. 158.
595 D. Lgs. No. 39, Jan. 27, 2010.

introduced to make the Srl an extremely flexible vehicle. Thus,
many choices as to the management and organization of an Srl
are left to its quotaholders. Under current law, an Srl is, there-
fore, closer to a partnership than to a corporation, even if its
members, like those of an SpA, enjoy limited liability.

Furthermore, on January 24, 2012, entrepreneurs were giv-
en the opportunity to incorporate a società semplificata a re-
sponsabilità limitata (simplified Srl or Srls). Entrepreneurs596

may incorporate a simplified Srl with a minimum capital of 1
euro, but in any event less than the 10,000 euros required for a
regular Srl. At the time of incorporation, the capital must be en-
tirely paid in. To use this vehicle, the standard model charter, as
developed by the Ministries of Justice, Economy and Finance
and Development, must be adopted, and no revisions thereto
are permitted. Incorporation is free of notarial fees and is only
subject to a fixed registration tax of 200 euros and some other
minor duties. Management of the company may only be carried
by out by the quotaholders. All the quotaholders must be physi-
cal persons and, as originally enacted, any transfers of quotas to
individuals who were 35 years of age or older would be void.597

Subsequently, Article 44 of Decree Law No. 83 of June 22,
2012, created a società a responsabilità limitata capitale ridotto
(an Srl with reduced capital, Srlcr). An Srlcr could also be con-
stituted with a minimum capital of 1 euro, but in any event less
than the 10,000 euros required for a regular Srl and was avail-
able to individuals regardless of age. At the time of incorpora-
tion the capital had to be entirely paid in. Decree Law No. 76 of
June 28, 2013, removed the age requirement for the Simplified
Srl and repealed the Srlcr. Any already incorporated Srlcr were
reclassified as Simplified Srl.

2. Incorporation

a. Corporate Name

The company name must include the abbreviation “Srl.”598

b. Articles of Incorporation — Main Differences from a
Società per Azioni

Like an SpA, an Srl may be incorporated by contract or
unilateral act before a notary public.599 It is not necessary to fix
a duration for the life of an Srl. However, in the case of an Srl
of indefinite duration, a time within which quotaholders may
withdraw, which may not be more than one year from incorpo-
ration, can be provided. If the articles of incorporation do not
indicate such a term, it will be 180 days.600

The statuto of an Srl differs from that of an SpA in some
important respects, among which the following may be high-
lighted:

(i) The capital is divided into quotas rather than shares, and
the minimum capital may be between 1 euro and 10,000
euros. Special rules exist for the transfer of quotas (which
by law are prohibited from being represented by certifi-

596 DL No. 1, Jan. 24, 2012, Art. 3.
597 The original legislation provided that entrepreneurs had to be under the

age of 35. The age requirement was repealed by DL No. 76, June 28, 2013, Art.
19 (13), (c).

598 CC, Art. 2463(1), (2).
599 CC, Art. 2463.
600 CC, Art. 2473(2).
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cates),601 which are more complex than those provided for
the transfer of the shares of an SpA.

(ii) The statuto may derogate from the general rule, which
requires capital contributions to be made in money, by
providing that contributions may be represented by an
item or entity having an economic value, such as the per-
formance of services, which is not permitted in the case
of an SpA.602 However, for an Srl with capital of less than
10,000 euros, all capital contributions must be in cash and
completely paid-in.

(iii) Where the capital of an Srl is less than 10,000 euros,
the amount that is set aside to form the company’s legal re-
serve must be at least one-fifth of the profits as shown on
the balance sheet until the reserve combined with the capi-
tal reaches 10,000 euros. This reserve can only be used for
the allocation of capital and to cover any losses. It must be
replenished if it is reduced for any reason.603

(iv) Except for certain powers exercisable by the quota-
holders (see below), the distribution of powers between di-
rectors and quotaholders is left to the statuto, permitting
quotaholders to organize the management of the company
in a much more flexible way than in the case of an SpA.604

(v) Given the more flexible structure of an Srl, the rules
concerning an SpA’s single and two-tier systems do not
apply.

(vi) An Srl, like an SpA, can issue bonds, if the statuto ex-
pressly authorizes it to do so.605

c. Conditions for Incorporation

Provisions similar to those applying to an SpA apply to an
Srl, including the obligation to deposit 25% of the subscribed
capital in a bank account in Italy606 (100% in the case of incor-
poration by way of a unilateral act or contributions in kind). In
those cases where the capital is less than 10,000 euros, it must
be fully paid into the management body at the time of incorpo-
ration.607

3. Capital Structure

a. Liability

The liability of the quotaholders for corporate obligations
is limited to their subscriptions. A quotaholder who is the sole
quotaholder on the insolvency of an Srl has unlimited liabili-
ty if the corporate capital has not been entirely paid in at the
time of incorporation (unless payment is substituted for by an
insurance policy or a bank guarantee)608 or the contribution still
due is not paid to the Srl within 90 days from the date on which
the Srl becomes a company with a sole quotaholder.609 The sole

601 CC, Art. 2468.
602 CC, Art. 2464(2)–(3).
603 CC. Art. 2463(5).
604 CC, Art. 2463(3).
605 CC, Art. 2483.
606 CC, Art. 2464(4).
607 CC. Art. 2464(4), as amended by Art. 9 (15-bis) and (15-ter) of DL No.

76 of June 18, 2013.
608 CC, Art. 2464(6).

quotaholder is also liable without limit when the information
about the sole quotaholder required by law610 is not found at the
Companies Registry.

Any contract between the Srl and the sole quotaholder is
effective against creditors of the Srl only if it is registered in
the directors’ minute book or it has a fixed date.611

b. Contributions

Unless otherwise provided in the statuto, capital contribu-
tions must be made in money. In any case, the value of contri-
butions cannot be lower than the overall stated amount of the
corporate capital.612

An insurance policy or a bank guarantee serves as a guar-
antee for the obligations of the quotaholders having as their ob-
ject the performance of services. An insurance policy or a bank
guarantee, with characteristics to be indicated in a future min-
isterial decree, may also substitute for contributions in money
in an equal amount. The quotaholder may at any time substi-
tute the insurance policy by paying the corresponding amount
in money.613

c. Quotaholders’ Loans

An Srl may borrow from its quotaholders. However, pay-
ment of other creditors of the company is privileged by law.
Any sum repaid to the quotaholders is subject to revocation if it
occurs in the year preceding the declaration of the bankruptcy
of the Srl.614

d. Quotas

The corporate capital of an Srl is expressed as quotas
rather than shares. Quotas cannot be the object of a solicited in-
vestment.615

The rights of the quotaholders are proportional to their
percentage of quotas. However, the statuto may provide that
the value of the quotas need not be proportional to the contribu-
tions.616 It may also provide that a quotaholder is granted special
rights, for example, options or pre-emptive rights to appoint a
director.617

e. Quota Transfers

Quotas can be freely transferred inter vivos and by inher-
itance, unless otherwise provided by the statuto. If the statuto
provides that quotas are not transferable or that their transfer
is subject to the approval of a corporate body, another quota-
holder or a third party, or is subject to conditions preventing
the transfer of quotas at death, the quotaholder and his/her suc-
cessors are granted the right to withdraw from the company. In
such cases, the statuto can establish that withdrawal can take

609 CC, Art. 2464(7).
610 CC, Art. 2462.
611 CC, Art. 2478(3).
612 CC, Art. 2464(1), (2).
613 CC, Art. 2464 (6).
614 CC, Art. 2467.
615 CC, Art. 2468(1); Draghi Decree, Art. 94, as amended by D. Lgs. No.

51, March 28, 2007.
616 CC, Art. 2468(2).
617 CC, Art. 2468(3) and (4).
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place only after a period of up to two years, either from the date
of incorporation or the purchase of the quotas.618

A transfer of quotas is effective for an Srl from the time
it is filed by a notary public at the local Companies Registry.
The filing must be made within 30 days of the transfer or a fine
ranging from 206 euros to 2,065 euros will be levied, the tax
exemption for the transaction will be lost, and a payment of
95 euros in stamp tax and other fees will also be levied by the
Companies Registry.619

4. Corporate Governance

a. Relationship Between Quotaholders and Directors

As noted at 1., above, the statuto may freely determine the
powers exercisable by the directors and the quotaholders, re-
spectively.620 The distribution of powers and functions among
the various corporate bodies can therefore, unlike in the case
of an SpA, be molded by the quotaholders, depending on the
needs of the company, but is subject to some limits.

Certain powers are mandatorily reserved to the quotahold-
ers and cannot be entrusted to directors, for example: approval
of the balance sheet and the distribution of profits; the appoint-
ment of directors (if provided for in the statuto) and the statu-
tory auditors, or, alternatively, the external auditor; the amend-
ment of the articles of incorporation; and the amendment of the
corporate purpose or the rights of quotaholders.

Other powers may be freely allocated between the direc-
tors and the quotaholders. It is possible to entrust to the direc-
tors any matter not subject to the competence of the quotahold-
ers or even to provide that any resolution concerning the com-
pany’s management is entrusted to the quotaholders, de facto
assimilating the position of the quotaholders to that of the di-
rectors, as in a partnership.

b. Directors

Unless otherwise provided in the statuto, directors must be
quotaholders and must be appointed by a quotaholders’ resolu-
tion.621 Should more than one director be appointed, the direc-
tors form a board, even if the statuto provides that the directors
are severally or jointly entitled to manage the company. This
means that the quotaholders may appoint, as an alternative to a
sole director or a board of directors, two or more directors en-
dowed with powers expressly provided for in the appointment
to be exercised jointly or severally, as in a partnership.622 When
two or more directors are appointed, resolutions dealing with
certain matters, such as the approval of the balance sheet and
projects for mergers and the increase of capital, may only be
approved by the board of directors.623

Norms similar to those applying in the case of an SpA ap-
ply as to the duty of care and the liability of directors of an
Srl.624 On the other hand, there are differences between an Srl
and an SpA in relation to legal actions against directors for

618 CC, Art. 2469.
619 CC, Arts. 2470 and 2630.
620 CC, Arts. 2479(1) and 2463(2) and No. 7.
621 CC, Art. 2475(1).
622 CC, Art. 2475(3) and (4).
623 CC, Art. 2475(5).
624 CC, Art. 2476(1).

damages; for example, a single quotaholder of an Srl may bring
an action, irrespective of the value of his/her quota.625

c. Quotaholders’ Meetings

There is flexibility as to the manner of appointment in di-
rectors’ resolutions. The statuto may provide that resolutions of
the quotaholders are approved informally outside of any quo-
taholders’ meeting. However, written evidence of such resolu-
tions must be provided.626 This procedure does not apply to a
resolution amending the statuto, the corporate purpose or the
rights of the quotaholders, which requires a duly called quota-
holders’ meeting. The same procedure applies when any direc-
tor or quotaholders representing at least one-third of the compa-
ny’s corporate capital formally request the quotaholders’ meet-
ing to vote on matters covered in Articles 2479 bis of the Civil
Code.627

It is worth mentioning that, irrespective of the value of his/
her capital, any quotaholder who is not a director of the com-
pany may request an audit of both the company’s management
and the relevant books and records, with the aid of profession-
als (i.e., lawyers, accountants).628 This right seems to apply to
quotaholders even if the company has a board of statutory au-
ditors or an external auditor.

d. Board of Statutory Auditors and External Audit

The appointment of a board of statutory auditors, or a sole
statutory auditor, in an Srl is compulsory when:

(i) The Srl must prepare consolidated accounts;

(ii) The Srl controls a company that is subject to external
audit; and

(iii) Two out of the following three thresholds are met for
at least two fiscal years:

• Assets on the balance sheet are more than 4,400,000
euros;

• Net turnover is more than 8,800,000 euros; and

• The average number of employees is more than 50.629

If the above conditions are not met, the Srl has the right,
but not the obligation, to appoint a board of statutory auditors,
sole statutory auditor, or an external auditor.

The requirement to appoint a board of statutory auditors or
a sole auditor when an Srl’s capital is at least equal to the min-
imum required for an SpA, was repealed by Article 20 of De-
cree Law No. 91 of June 24, 2014.

e. Simplified Balance Sheet

Article 14(9) of Law No. 183 of November 11, 2011, made
it possible, as of January 1, 2012, for an Srl that is not required
to have a board of statutory auditors, to prepare a “simplified
balance sheet,” which is based on the outline adopted by the
Ministry of Economy and Finance

625 CC, Art. 2476(3).
626 CC, Art. 2479(3).
627 CC, Art. 2479(4).
628 CC, Art. 2476(2).
629 CC, Arts. 2477 and 2435-bis.
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E. Mergers and Spin-offs

1. In General

For many years, mergers were a source of almost automat-
ic tax litigation due to the inadequacy of the Italian legislation.
Italian courts and tax tribunals continued for many years to pro-
duce often conflicting decisions as a result of taking into ac-
count differing theoretical positions (for example, the realiza-
tion of income on the transfer of assets in a merger). This state
of affairs persisted until Legislative Decree No. 22 of January
16, 1991, which was required to implement EC Directive 78/
855,630 settled most outstanding issues.

In corporate law terms, a merger can be effected by in-
corporating a new company to which assets are transferred
(pure merger), or by having an existing company absorb one
or more other companies. This “merger by incorporation” can
be achieved by using a company that, at the beginning of the
transaction, owns all, or only some, of the capital of the com-
pany that is to be merged into the surviving company.

In civil law terms, the companies involved must prepare
a formalistic merger plan consisting essentially of their finan-
cial statements and a report explaining the financial and legal
aspects of the plan and justifying the share or quota exchange
ratio.631 The report must be made available to the shareholders
before the merger is submitted, including by posting on the In-
ternet sites of the companies involved, to special shareholders’
meetings of each of the merging companies.632 The merger res-
olution must be filed with the Companies Registry.

Italian tax law has established a basic rule of neutrality
for mergers. A merger does not give rise to the realization of
gains or losses by the merged companies, or the distribution
of profits, despite increased or decreased values being included
on the financial statement required by the Civil Code.633 In-
creased asset values actually reflected on the balance sheet of
the surviving company/incorporator are not taken into account
to the extent of the difference between the cost of the cancelled
shares of the merged companies and the net worth of those
companies.634 Failure to reconstitute reserves representing items
the taxation of which has been suspended, leads to their being
treated as taxable in the hands of the surviving corporation in
the fiscal year after the merger.635 This provision does not apply
to reserves that are only taxable on distribution, i.e., on a reduc-
tion of corporate capital or the liquidation of the corporation.636

Likewise, if there is a gain on the merger or an increase
in capital that exceeds the total capital of all the companies in-
volved in the merger, net of subsidiaries, the reserves created
will only be taxed on distribution or a reduction of capital.

630 The EU’s enactment of Directive 2011/35, which entered into force on
July 1, 2011, abrogated Directive 78/855 and introduced new rules simplifying
publicity requirements for mergers and promoting their dissemination through
the internet. As of the time of writing, Italy has not yet implemented the direc-
tive.

631 CC, Art. 2501-bis, -ter, -quater, -quinquinies, -sexies.
632 CC, Art. 2501-septies.
633 DPR Dec. 22, 1986, No. 917 (TU), Art. 172(1).
634 TU, Art. 172(2).
635 TU, Art. 172(5).
636 TU, Art. 172(5).

One of the old problems resolved by Legislative Decree
No. 22 of January 16, 1991, was that of tax loss carryforwards.
Under the current rules, the resulting corporation can set off the
net losses of all other companies involved in the merger against
its own income up to an amount that does not exceed their net
worth (deemed to be net worth as reflected in the last finan-
cial statement or the position drafted for purposes of Article
2501-quater of the Civil Code). Net worth is calculated without
taking into consideration any payments or contributions made
in the 24 months prior to the date of the merger financial state-
ment.637

A provision relating to merger after a purchase through
borrowing, in effect as of January 1, 2004, eliminates doubts
that existed, both in case law and in commentary, as to the le-
gitimacy of leveraged buy-outs achieved through a merger.

In certain situations, the surviving company in a merger
may opt to use the increased asset values that result from a
merger by electing in its annual IRES return to pay substitute
tax in lieu of IRES and IRAP at varying rates of 12%, 14% and
16%, depending on the assets values. The substitute tax is ap-
plied on the difference between the new stepped-up asset val-
ues and the former tax values of the assets.638 However, if the
assets subject to the substitute tax are sold within a four-year
period following payment, any gain realized will be subject to
normal IRES taxation with a credit applied for the substitute
tax paid.639

The 2021 Budget Law introduced a tax incentive to en-
courage combinations, covering mergers, split-offs or contribu-
tions of a business line carried out between January 1, 2021 and
December 31, 2021. The 2022 budget law extended this incen-
tive to June 30, 2022. Under the incentive, the resulting entity
is entitled to convert deferred tax assets which relate to net op-
erating loss carryforwards and excess ACE, into a tax credit.

To benefit from the incentive, the companies that partici-
pate in the operation:

• Must have been in operation for at least two years;

• Must not be part of the same group, have a control rela-
tionship of greater than 20%, or be under common control
as defined in Article 2359 of the Italian Civil Code.
Companies that are in financial distress or are considered

insolvent cannot use this incentive. The tax credit may be used
to offset corporate income tax due (or any other type of tax lia-
bility) as follows:

• An amount equal to one-fourth of the tax credit may be
used in the tax year in which the operation takes place; and

• The remaining three-fourths of the tax credit may be used
in the following tax year.
The threshold of the deferred tax assets that can be con-

verted into a tax credit is no longer applicable as the Budget
Law 2026 has introduced a mandatory deferral of deferred tax
asset (DTA) deductions. For the 2026 and 2027 tax periods,
the deduction of components related to credit devaluations and

637 TU, Art. 172(7).
638 Law No. 111, Aug. 9, 2023, Article 6. Italy has several systems to allow

taxpayers to elect a stepped-up basis. The law has called for common step-up
rules.

639 TU, Art. 172 (10-bis).

Detailed AnalysisDetailed Analysis III.E.1.III.E.1.

7190 © 2026 Bloomberg Industry Group, Inc., Arlington, VA
ISBN 978-1-63359-299-5 10/01/2026 A - 71



goodwill — which previously generated convertible DTAs —
is suspended and must be recovered in equal installments be-
tween 2028 and 2031.

To offset the impact of these assets, the 2026 Budget Law
stipulates that companies (particularly in the financial sector)
must recalculate their tax liabilities. The previous option to
pay a 25% fee for immediate conversion has been replaced by
a system where 2026 tax losses and ACE surpluses can only
be utilized to offset up to 35% of the taxable income gener-
ated by these deferred deductions. Additionally, for the years
2026 to 2028, the IRAP rate for financial entities has been in-
creased by 2 percentage points, further affecting the net valua-
tion of these assets.640 To complement these legislative changes,
Tax Agency Resolution No. 73 of December 29, 2025 provides
essential guidelines regarding the transfer of tax credits aris-
ing from DTA conversions, ensuring that the recovery process
aligns with the new restrictive framework. Specifically, it pro-
hibits third-party buyers of tax credits from DTA conversions
from offsetting tax liabilities, requiring mandatory, direct mon-
etization (by receiving a refund). Furthermore, the resolution
limits liquidity by banning subsequent transfers of these credits
and mandating formalization via public deed.

Article 15 of Legislative Decree 192 of December 13,
2024, provides for deductibility of the losses of the merging
companies when the merger occurs by absorption. The losses
are to be deducted from the taxable income of the surviving
company if the profit and loss statement for the tax year prior to
the effective date of the merger shows gross receipts and other
proceeds derived from the main business activity and the labor
costs exceeded 40% of their average amount in the two preced-
ing tax years. If these conditions are met, the maximum amount
of loss that can generally be carried forward is limited to the
certified economic value of net equity.

Legislative Decree No. 192 of December 13, 2024, man-
dates that tax loss carryforwards in mergers are limited to the
net equity, which can now be determined via a certified eco-
nomic value supported by a sworn appraisal, replacing the for-
mer accounting value. The reforms introduce an exemption for
intra-group restructurings and update the step-up option to an
18% substitute tax rate, while maintaining the “vitality” test for
loss usage.

2. Demergers by Spin-off

A corporate demerger by spin-off is an operation that al-
lows the demerged company to assign part or all of its assets to
one or more newly established or pre-existing beneficiary com-
panies in exchange for the assignment of shares or units of the
latter to the demerged company itself. In general, such a reorga-
nization may qualify for tax-neutral treatment. Legislative De-
cree No. 192 of December 13, 2024, as supplemented by Arti-
cle 6 of Legislative Decree 192 of December 18, 2025, amend-
ed TU, Article 173 confirming this neutrality, provided certain
conditions are met, due to the particular characteristics of this
new form of reorganization. These amendments provide:

• That the demerged company will assume, on the effec-
tive date of the demerger as set forth in Article
2506-quater of the Civil Code,641 as the value of the equity

640 Law No. 199, Dec. 30, 2025, Art. 1 (76)–(81).

interests received, an amount equal to the difference be-
tween the value for tax purposes of the assets and the value
of the liabilities being demerged, even if the interests do
not constitute a business;642

• That the assets and liabilities subject to spin-off, includ-
ing goodwill if the spin-off relates to a business, in the
hands of the beneficiary companies will assume the value
for tax purposes that the assets and liabilities have in the
spun-off company on the effective date of the spin-off;

• That the assets and liabilities subject to the spin-off are
also deemed to be owned by the beneficiary companies for
the same period of ownership of the spin-off company; the
period of ownership of the holdings received by the spin-
off company is to be taken into account for the purpose of
computing the period of ownership of the spin-off compa-
ny.
Furthermore, where the demerger relates to:

• A business, the shares received by the demerged compa-
ny will be deemed to be recorded as a fixed financial asset
in the balance sheet;

• Shares received by the demerged company qualifying for
exemption under TU Article 87 (participation exemption),
the shares will carry with them the uninterrupted posses-
sion requirements of TU Article 87 as the shares attributed
to the spun-off company;643

• Property, assets or liabilities that do not constitute com-
panies or holdings and that at the time of transfer do not
meet the requirements for the participation exemption un-
der TU Article 87, these will be eligible for the participa-
tion exemption under Article 87 if and when the relevant
requirements are met.
The netbook value of the assets and liabilities being de-

merged must be compared to the book equity of the demerged
company as shown in the financial statements for the last fiscal
year ended prior to the effective date of the demerger.644 After
the demerger has taken place, the reserves recorded in the bal-
ance sheet of the last fiscal year of the demerged company that
are closed before the effective date of the demerger will retain
their original tax treatment and the equity of the spun-off com-
panies, recognized at the time of their incorporation, will be
subject to taxation as provided by TU Article 47.645

641 Article 2506-quarter, CN provides that a split-off has effect from the
date of its final registration in the Companies Registry. A later date can be used
when the split-off is accomplished through the incorporation of new compa-
nies. In certain cases, an earlier date can be used such as, for example, when
the date the shares participate in the profits or the date in which company op-
erations are charged to the company which resulted from the merger. See also
CC Arts. 2501-ter and 2504-bis.

642 CC, Art. 2605.1.
643 Article 87, TU provides that to qualify for the participation exemption

share ownership must be uninterrupted from the first day of the twelfth month
preceding the month of the transfer and that shares or units acquired most re-
cently will be considered to have been transferred first.

644 TU, Art. 173(4).
645 TU, Art. 49(5) provides that amounts and assets received by sharehold-

ers of companies subject to corporate income tax because of distribution of
reserves or other funds established with share or unit issue overpricing, with
adjustment interest paid by subscribers of new shares or units, with payments
made by shareholders on a non-refundable or capital account, and with tax-
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This form of demerger, also known as a demerger by de-
merger split, can be used in the cross-border context as an al-
ternative way to transform an Italian permanent establishment
of a foreign company into a local subsidiary. Specifically, if the
foreign company being spun off is in an EU or EEA country
that has an information exchange agreement with Italy and the
spin-off relates to its permanent establishment in Italy, which is
being assigned to a newly established (or pre-existing) Italian
resident company, the assignment to the spun-off company of
shares to the beneficiary company will not give rise to taxation,
regardless of whether the foreign spun-off company continues
to maintain a permanent establishment in Italy whose assets in-
clude these shareholdings.

The new provisions apply to demergers through spin-off
carried out as of the fiscal year in progress as of December 31,
2024, and may also apply to transactions carried out in the pre-
vious fiscal year, as long as the relevant tax returns are pre-
pared in accordance with the new provisions.646

3. Contributions of Assets and Restructuring

Legislative Decree 192 of December 13, 2024, amended
the Italian tax law to align it with the EU merger directive con-
cerning intra-EU exchanges of shares.

Before this amendment, when an acquiring company from
an EU country already held a controlling interest in the ac-
quired company, the acquisition of additional shares could
qualify for tax-neutral treatment, but only if the increase in the
percentage of control occurred “by virtue of a legal obligation
or a statutory constraint.” Legislative Decree 192 eliminated
this condition to resolve the conflict between the Italian tax leg-
islation and the provisions of the EU directive.

Accordingly, the tax-neutral regime applies not only to ex-
changes of shares as a result of which the acquiring company
obtains the majority of the voting rights of the acquired com-
pany, but also to exchanges as a result of which the acquiring
company increases its majority holding, regardless of the rea-
sons for which the additional shares are exchanged.

The tax neutral regime also applies to domestic exchanges
of shares by contribution. Moreover, Article 17 of Legislative
Decree 192 also provides that the “controlled realization
regime” applies to exchanges of shares by the contribution of
shares in nonresident companies. To benefit from this regime,
the non-Italian company whose shares are contributed must
have an ordinary shareholders’ meeting and, in turn, the trans-
feree company is required to either acquire control of the com-
pany or increase its existing controlling shareholding. Further-
more, the deductibility of the related capital loss, equal to the
difference between the increases in the capital of the transferee
company and the recognized tax cost of the contributed share,
will be allowed. The goodwill value is included in the contri-
bution and, accordingly, in the value of the shares received by
the contributor.

These changes apply to reorganizations that are completed
beginning as of December 31, 2024.

exempt currency revaluation balances do not constitute profits; however, the
amounts or normal value of the assets received reduce the taxable cost of the
shares or units held.

646 D. Lgs. No. 192, Dec. 13, 2024, Art. 16.

F. Corporate Groups

Provisions dealing with groups of corporations were in-
troduced in the Civil Code, effective January 1, 2004. Among
the more important aspects of these provisions is the fact that a
controlling corporation may be held liable, vis-à-vis the share-
holders or creditors of the controlled companies, for violations
of the principles of correct corporate and entrepreneurial man-
agement.647 While the law does not identify these principles,
they are generally held to be constituted by the ability of a com-
pany in the formulation of the group’s global strategy to find an
equilibrium between its interests and those of each of its con-
trolled companies. Any party that participated in an action that
caused damage may be held jointly liable with the head com-
pany and, to the extent of any benefit obtained, with any per-
son that thereby obtained a benefit. To succeed in an action for
damages, shareholders and creditors that have suffered a preju-
dice must demonstrate that there was a prejudice to the income
production of their holding and to the integrity of the corporate
assets, and a failure to repay by the corporation that was sub-
ject to direction and coordination of another party. On the oth-
er hand, there is no liability if the prejudice to the shareholders
and the creditors is part of the overall results of the corporation,
or if the prejudice was totally eliminated by specific operations
carried out to eliminate the prejudice.648

Specific disclosure requirements assure the transparency
of the group. The directors of a company must disclose, in a
special section of the Companies Registry created for this pur-
pose, any party engaged in the direction or coordination of the
group and those members of the group that are subject to such
direction or coordination. The fact that a corporation is subject
to the direction and coordination of another party must also be
disclosed in the documents and correspondence of the compa-
ny. Failure to satisfy these reporting requirements (or failure
to report any changes thereto, should circumstances change)
renders the directors liable for any damages incurred by share-
holders or third parties resulting from their failing to have been
informed of such facts. Controlled companies must also dis-
close a summary of the essential information from the last bal-
ance sheet of the corporation or entity that directs or coordi-
nates their activities. Likewise, the directors must disclose in
their report on management any relationships with parties exer-
cising direction or coordination, and with other companies that
are subject thereto, as well as the effect that such relationships
have had on the corporate enterprise and its results.

Other important provisions relate to the requirements that
there be an analytical explanation inclusive of the reasons and
interests the evaluation of which affected decisions taken by
the corporation subject to direction and coordination, when
such decisions were influenced by these circumstances,649 as
well as providing that the repayment of loans by a controlled
company to the controlling company must be subordinated to
the satisfaction of sums due to other creditors of the parent
company.650

647 CC, Art. 2497.
648 CC, Art. 2497.
649 CC, Art. 2497-ter.
650 CC, Art. 2497-quinquies.
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IV.IV. Principal TaxesPrincipal Taxes

A. Sources of Authority in Tax

1. Legislative

a. Consolidated Text

Italy’s current tax legislation is the result of a comprehen-
sive reform that came fully into effect in 1974. Prompted by
the EC Directives on tax harmonization in force at the time,651

Italy’s Parliament delegated broad powers to the government to
reform the tax law by issuing Decrees of the President of the
Republic (DPRs), in accordance with the general principles laid
down by Parliament. The key features of that reform included:
the replacement of a plethora of national and local “direct” (in-
come) tax measures by three nationally levied taxes imposed
on most individuals and all companies — personal income tax
(imposta sul reddito delle persone fisiche or IRPEF), corpo-
rate income tax (imposta sul reddito delle persone giuridiche
or IRPEG), and local income tax (imposta locale sui redditi or
ILOR) — and the abolition of a score of indirect taxes in favor
of an EC-directed value added tax (VAT) (imposta sul valore
aggiunto or IVA under its Italian acronym, hereafter referred to
as “VAT”). Although, in 1971, Parliament authorized the gov-
ernment to prepare a series of Consolidated Texts (Testi Uni-
ci) intended to simplify the laws governing the various fields
of taxation by inserting common definitions, cross-references,
and unified choices of legislative language, only the text cov-
ering the two income taxes (personal and corporate) has been
published; rather than a consolidation, it offers specific solu-
tions to problems presented under former laws, i.e., the 1973
DPRs. This “Consolidated Text” became effective on January
1, 1988.652

In 1997, a sweeping reform of the Italian tax system was
passed that included the repeal of ILOR and the introduction of
a new regional tax levied on the net value of production arising
from business activities in a region. This regional tax on pro-
ductive activities (imposta regionale sulle attività produttive or
IRAP) entered into effect on January 1, 1998.

In 2003, the government authorized the reform of the en-
tire tax system within two years,653 coordinating it with the
reform of corporate law,654 the adoption of new international
accounting principles,655 and the reform of labor law.656 The
government exercised its authority effective January 1, 2004,
amending the Consolidated Tax Code (Testo Unico or TU)657

by means of Legislative Decree No. 344 of December 12, 2003.
As a consequence of these amendments, as of January 1, 2004,
the corporate income tax was renamed imposta sul reddito delle
società (IRES) and the personal income tax imposta sul reddito

651 Sixth Council Directive of May 17, 1977, on the Harmonization of Laws
of the Member States Relating to Turnover Taxes, Common System of VAT:
Uniform Basis of Assessment.

652 DPR No. 917, Dec. 22, 1986.
653 Law No. 80, April 7, 2003.
654 D. Lgs. No. 6, Jan. 17, 2003.
655 Law No. 306, Oct. 31, 2003.
656 D. Lgs. No. 276, Sept. 10, 2003.
657 DPR No. 917, Dec. 22, 1986.

(IRE). However, IRE never came into effect and, subsequently,
the 2007 Finance Act repealed it and reintroduced IRPEF.

In addition to the taxes referred to above, other significant
taxes include stamp and registration taxes, inheritance and gift
tax, and the municipal tax on property (imposta comunale sugli
immobili or ICI).

b. Interpretation of Tax Laws

There is no specific set of rules for interpreting tax legisla-
tion. Generally, interpretation is to begin with the plain mean-
ing of the words within the context of the lawmaker’s intent.658

Thus, the legislative record of the Parliamentary discussions as
well as professional and academic commentaries are important
in assisting practitioners in understanding legislation. Ministe-
rial decrees are another important instrument for understanding
tax legislation, as well as a source of statutory law.659 Ministe-
rial decrees, which cannot contain any provisions contrary to
current laws, contain detailed explanations on the implementa-
tion of a law.

Practitioners also make recourse to case law, although the
concept of stare decisis as understood in the common law sys-
tem does not exist. Nevertheless, the tax authorities generally
follow significant cases issued by the central tax commission.
Cases decided by regional tax commissions are of lesser impor-
tance, but may be taken into account in instances of test cases
brought with respect to new or amended legislation.

c. Legislative Process

(1) In General

The Italian Constitution provides that Parliament holds the
legislative power and that all taxes must be based in law.660

However, Parliament can specifically delegate its legislative
power to the government, as it did with the enactment of the
Consolidated Text for income taxation.

(2) Annual Budget (Legge di Stabilità)

The government formulates and proposes the annual bud-
get bill (legge di stabilità), which is to be presented to Par-
liament by October 15 of each year661 and must be passed by
both chambers.662 As Italy is a member of the European Mon-
etary Union, its annual stability law must also be approved by
the European Commission. By April 15 of each year the bud-
get must be presented to the European Commission and Euro-
pean Council for review and discussion of the proposed bud-
get’s keeping with European Union parameters. The mandatory
changes that these bodies require are to be provided by the end
of July so that these can be made before presentation to Parlia-
ment in October.

2. Judicial

The Constitutional Court created after World War II has
exclusive jurisdiction in Constitutional matters. (See, general-

658 CC, Art. 12 of the sources of law (preleggi).
659 In the hierarchy of regulations, ministerial decrees are second to laws.
660 Cost., Art. 23.
661 Law No. 163, Aug. 4, 2016.
662 Cost., Art. 81; see also Cost., Art. 23.
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ly, I.D.3., above). An individual raising a constitutional issue
on a tax issue cannot do so with a direct appeal. An appeal to
the Constitutional Court will only be heard if the court hear-
ing the case refers the constitutional issue to the Constitutional
Court.

The majority of tax disputes are settled through the admin-
istrative court system specifically created for such disputes.

3. Administrative

a. Interpretive Documentation

In addition to Ministerial Decrees, the tax administration
issues various documentation to assist tax practitioners, local
tax offices and taxpayers interpret the law. These are as fol-
lows:

(i) Circulars (Circolari): Circulars are issued by the Min-
istry of Finance to the various tax offices and are not bind-
ing on taxpayers, but the tax authorities are required to ap-
ply them;

(ii) Advance rulings (Interpello): A taxpayer may petition
the national Tax Office (Agenzia delle Entrate), which is a
unit of the Ministry of Economy and Finance, for an opin-
ion as to a tax issue before the former enters into a trans-
action. An advance ruling is binding only on the taxpayer
filing the petition; and

(iii) Instructions (Istruzioni): Instructions are issued to pro-
vide direction as to the completion of tax forms.

b. Tax Commissions

Taxpayers who wish to challenge an adverse decision of
the tax authorities can appeal to a tax commission (commisioni
tributarie) or, as of 2012, in certain cases file a “complaint and
mediation” application with the tax office that issued the de-
cision. If the complaint and mediation process should fail, the
taxpayer can then file an appeal.

The tax litigation system was significantly amended by
two decrees issued at the end of 1992.663 The three-level system
of commissions created by the 1972 reform was reduced to two
by the abolition of the central tax commission, which previous-
ly had final appellate jurisdiction. In 2010, more changes were
made to the tax litigation system to further simplify proceed-
ings and reduce the number of cases within the system. No-
tice of tax commission decisions was simplified to allow for a
speedier appeal from a tax commission decision. To clear the
dockets, legislation was also passed in 2010 providing that all
pending cases more than a decade old, in which the taxpayer
has prevailed at the first two levels, were to be definitively set-
tled. The process by which these were to be settled varied based
on whether the litigants were currently before a tax commission
or the Court of Cassation.664

A tax commission in each provincial capital acts as a court
of first appeal from decisions or actions of the tax office. At the
request of the taxpayer or on its own initiative, the provincial
commission may employ conciliation to resolve a dispute.665

Conciliation allows the taxpayer and the tax office to come to

663 D. Lgs. No. 545, Dec. 31, 1992; D. Lgs. No. 546, Dec. 31, 1992.
664 DL No. 40, March 2010, Art. 3.

an agreement and have it formalized by the commission dur-
ing in camera proceedings.666 Under conciliation, taxpayers are
permitted to pay agreed amounts of 50,000 euros or less in in-
stallments of up to eight quarterly payments. Amounts in ex-
cess of 50,000 euros may be paid in up to 16 quarterly install-
ments with the first payment to be made within 20 days from
the date of the execution of the agreement.667 Failure to make
the payments as agreed will result in the debt being registered
in the tax rolls, with a revocation of the installment payment
option and with the levy of a fine of 60% (the 30% fine for fail-
ure to pay taxes being doubled) on the remaining amount due.668

The tax so determined is final and conclusive. Opting for con-
ciliation reduces the amount of any penalty due to 40% of the
penalty assessed.669

As of April 1, 2012, taxpayers challenging assessments
that do not exceed 20,000 euros cannot use conciliation or a di-
rect appeal to the tax commissions to resolve the dispute, but
must use a new procedure known as “complaint and media-
tion.” This procedure was enacted to induce taxpayers to set-
tle with the tax authorities, thereby avoiding litigation and the
clogging of the tax commission dockets with relatively small
disputes. The taxpayer in its “complaint” proposes settlement
terms to the tax authorities, which may then respond by accept-
ing it, in whole or in part, or formulate their own counterpro-
posal. If, within 90 days, the taxpayer does not receive notice of
the acceptance of the proposal or a mediated settlement is not
reached, then the “complaint” is treated as a tax appeal filed by
the taxpayer with the Tax Commission.670

Regional commissions, located in each regional capital, re-
view first-level decisions. A regional commission cannot adju-
dicate issues that were not raised at a lower level, nor can it
allow the admission of new evidence, unless the taxpayer can
show that the evidence could not have been presented before,
or the judge finds that the decision cannot be rendered without
it.671

When the central tax commission was repealed, the tax-
payer lost the choice between remaining within the adminis-
trative system or using the ordinary courts for additional ap-
peals. An appeal from a decision of the regional commission
will lie exclusively to the Supreme Court of Cassation,672 which
reviews only issues of jurisdiction, venue, violation or misap-
plication of law, prejudicial procedural errors, or decisions to-
tally unsupported by facts.673

Appeals must be lodged within 60 days after notice is giv-
en to the taxpayer of an assessment, action, or decision.674 The

665 D. Lgs. No. 546, Art. 48(1), as amended by D. Lgs. No. 218, June 19,
1997.

666 D. Lgs. No. 546, Art. 48(5), as amended by D. Lgs. No. 218, June 19,
1997.

667 D. Lgs. No. 546, Dec. 31, 1993, Art. 48(3), as amended by Art. 3(1)(b),
DL No. 40, March 25, 2010; D. Lgs. No. 311, Aug. 13, 2010, Art. 9(6); DL No.
98, July 6, 2010, Art. 19(a), (b), (c).

668 D. Lgs. No. 546, Dec. 31, 1993, Art. 48(3-bis), as amended by DL No.
98, July 6, 2010, Art. 19(c).

669 D. Lgs. No. 546, Art. 48(6), as amended by Law No. 220, Dec. 12, 2010.
670 Law No. 546, Dec. 12, 1992, Art. 17-bis (added by DL No. 98, July 6,

2011, Art. 39).
671 D. Lgs. No. 546, Arts. 57–58.
672 D. Lgs. No. 546, Art. 62.
673 CCP, Art. 360(1–5).
674 D. Lgs. No. 546, Art. 21; D.P.R. No. 115, May 30, 2002, Arts. 127–139.
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taxpayer has a right to representation before the commissions
and, if the taxpayer cannot afford to pay for such representa-
tion, free representation is provided.675 Nevertheless, the tax-
payer may choose to forego assistance if the tax in dispute is
less than 2,582.28 euros.676 Costs of the proceedings are borne
by the losing party.677

c. Amnesty Provisions

The 2023 Budget Law introduced a series of measures to
prevent and settle disputes between the Italian tax authorities
and taxpayers.

(1) Automated Assessments

For the tax years 2019–2021, a taxpayer who received an
automated assessment notice, for which the payment deadline
had not expired at January 1, 2023, may resolve the issue by
paying the additional tax due with a 3% fine and interest there-
on in one installment or divide the payment into equal install-
ments of up to 20 equal quarterly payments.678

(2) Correction of Formal Errors

Any taxpayer who made formal errors (not relevant in de-
termining the taxable base for IRPEF, IRES, IRAP and IRAP
purposes) in his or her returns may address such irregularities
committed up to October 31, 2022 by paying 200 euros per
tax period and correcting the error(s) in an amended tax return.
Payment should be made in two installments due on March 31,
2023 and March 31, 2024.679

(3) Voluntary Correction Procedures

A taxpayer that has tax violations (such as failing to pay
tax or taking improper deductions) in his or her return(s) and is
not under audit may correct these return violations by paying
reduced penalties equal to 1/18 of the statutory minimum, plus
the additional tax due and interest thereon. Payment may be di-
vided into eight equal quarterly installments, with the first be-
ing due by March 31, 2023, with interest equal to 2% per year
accruing on the installments. This procedure is not available in
the case of violations in the form of failure to disclose (finan-
cial) assets held outside of Italy by Italian residents.680

(4) Settlement of Tax Assessments

Tax assessments delivered or notified by March 31, 2023,
as well as assessments that can still be challenged on January 1,
2023, can be settled by payment of reduced penalties ranging
from 1/3 to 1/18 of the minimum required by the law. Payments
can be divided into 20 equal quarterly installments. Annual in-
terest will accrue on the installment payments.681

675 D. Lgs. No. 546, Arts. 12 and 13.
676 D. Lgs. No. 546, Art. 12(5) as amended by DL No. 437, Aug. 8, 1996

converted by Law No. 556, Oct. 24, 1996.
677 D. Lgs. No. 546, Art. 15.
678 Law No. 197, Dec. 29, 2022, Art. 1 (153).
679 Law No. 197, Dec. 29, 2022, Art. 1 (166)–(173).
680 Law No. 197, Dec. 29, 2022, Art. 1 (174)–(178).
681 Law No. 197, Dec. 29, 2022, Art. 1 (179)–(185).

(5) Settlement of Tax Litigation

A taxpayer may settle tax litigation pending before the tax
courts on January 1, 2023, provided the process is completed
by June 30, 2023. The amount the taxpayer must pay to settle
the litigation will vary depending on the level of the court in
which the litigation is pending.

Litigation pending before the court of first instance can be
settled by paying 90% of the challenged taxes. A taxpayer may
also settle the dispute by paying 40% of the challenged taxes
if he or she obtained a favorable judgment from the court of
first instance and the case is on appeal with the second-tier tax
court. The amount payable is reduced to 15% if the taxpayer
prevails before the second-tier tax court and the case is pending
before the Supreme Court of Cassation. The amount payable
is further reduced to 5% where litigation is pending before the
Supreme Court of Cassation and the taxpayer has obtained fa-
vorable decisions from both the first-tier and second-tier tax
courts. Payments should be made by June 30, 2023, and can be
divided into equal quarterly installments (up to 20).682

d. Structural Reform of Accounting Error Corrections
(Post-2025)

Legislative Decree No. 192 of December 18, 2025, estab-
lished a new, permanent framework for the correction of ac-
counting errors. This marks a shift from ‘settling’ past disputes
to a system of strict retroactive accuracy. Beginning with tax
year 2025, any material error under national (OIC 29) or inter-
national (IAS 8)683 accounting standards can no longer be cor-
rected with an immediate tax effect in the year of discovery.
Instead, taxpayers are required to file an amended tax return
(Dichiarazione Integrativa) for the specific tax period in which
the error occurred. Immaterial errors may still be corrected in
the current year’s tax return, provided the taxpayer is subject to
statutory audit and the correction is made by the time the finan-
cial statements for the following year are approved.684

4. Taxpayers’ Bill of Rights

In 2000, Law No. 212, a taxpayer bill of rights (statuto dei
diritti del contribuente), was enacted to guarantee a citizen’s
proper treatment by the tax administration, based on the prin-
ciples of collaboration and good faith. This objective is to be
realized, inter alia, by the following:

(i) A duty of clarity and the non-retroactivity of tax laws;

(ii) The right to ask the Tax Administration for a prior rul-
ing in doubtful cases;

(iii) A prohibition on the imposition of tax penalties if the
violation concerned does not damage the Treasury (formal
violations);

(iv) A series of guarantees for taxpayers subjected to a tax
audit (i.e., the right to be informed of the reasons for the
audit; the right to be assisted by an audit professional; and

682 Law No. 197, Dec. 29, 2022, Art. 1 (176)–(205).
683 Omissions or misstatements are material if they could reasonably be ex-

pected to influence the economic decisions that users make based on the finan-
cial statements.

684 D. Lgs. No. 192, Dec. 18, 2025, Art. 4 amending TU Art. 83.
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a maximum audit duration of 30 days, to be extended in
cases of necessity to no more than 60 days); and

(v) The appointment of a person to serve as guarantor of
a taxpayer at every regional tax level, to protect a taxpay-
er in the event of illegal procedures during an audit and to
control the application of the Taxpayers’ Bill of Rights by
the financial offices.
As part of this tax reform, Parliament also directed the

Government to perform a review of the existing taxpayer’s bill
of rights. The review required the tax authority to substantiate
the reasons for undertaking a tax audit, enhance the concept
among taxpayers of the “legality of contributing” and provide
taxpayers with greater legal certainty.685 Accordingly, on De-
cember 30, 2023, the Government enacted Legislative Decree
No. 209, which strengthens the taxpayer’s bill of rights by pro-
vide for greater clarity and legal certainty for taxpayers. Among
its most important revisions are the following:

(i) A prohibition on bis in idem in tax proceedings and the
disclosure of taxpayer data;

(ii) Codification of the principle that legal presumptions do
not apply retroactively;

(iii) The necessity of all measures adversely impacting a
taxpayer being preceded by informed and effective adver-
sarial proceedings, or being susceptible to annulment; and

(iv) An extension of the 10-year obligation requiring tax-
payers to retain tax documentation and accounting records;
once this period has lapsed, the tax authorities are prohib-
ited from further using the documentation for evidentiary
purposes.
The reform also provides for tax reporting obligations to

be simplified and for fees to be introduced for tax rulings.
In 2025, Article 13 of Legislative Decree No. 192 of De-

cember 18, 2025, introduced further refinements to ensure ad-
ministrative efficiency and legal certainty, including:

(i) Filing fees for tax rulings (interpello) in order to pre-
vent the misuse of the ruling system with the specific
amounts being determined by ministerial decree based on
the taxpayer’s annual turnover and the complexity of the
request, intended so that large corporations may face sig-
nificant fees for complex international rulings, while ex-
emptions or reduced “social” fees are provided for low-in-
come individuals and certified non-profit organizations to
ensure access to legal clarity;

(ii) Mandatory self-correction (Autotutela Obbligatoria) to
create a stricter duty for the Tax Agency to annul its own
assessments in cases of manifest material error, such as a
mistake in the taxpayer’s identity, mathematical calcula-
tion errors, or the assessment of a tax that has already been
paid, which protection applies even if the assessment has
become final or has not been challenged in court;

(iii) Simplification of reporting obligations which pro-
hibits the Tax Agency from requesting documents or infor-
mation already in its possession or available through other

685 Law No. 111, August 9, 2023, Art. 4.

public databases, as part of a broader effort to reduce the
administrative burden on compliant taxpayers;

(iv) Digital economy coordination to specifically supports
the expanded 2025 Digital Services Tax (DST) framework
Granting taxpayers a strengthened procedural right to seek
binding rulings on new digital business models, ensuring
legal certainty regarding taxability before entering or ex-
panding within the Italian market.

B. Income Tax

The main provisions of Italian tax law, which are applica-
ble to individuals, partnerships, and companies, and other pri-
vate and public entities, unless otherwise specified, are gov-
erned by the Consolidated Tax Code (DPR No. 917 of Decem-
ber 22, 1986, Testo Unico or TU), as amended, most important-
ly in 2003.

Corporate income tax (imposta sul reddito delle società or
IRES) is governed by Articles 72 through 161 of the TU.

Individuals are subject to personal income tax (imposta sul
reddito delle persone fisiche or IRPEF).686 Self-employed indi-
viduals are also subject to the regional tax on productive activ-
ities (imposta regionale sulle attività produttive or IRAP). (For
a discussion of IRAP, see IV.S., below.) Personal income tax
is governed by Articles 1 to 71 of the Consolidated Tax Code
(Testo Unico, DPR No. 917 of December 22, 1986 or TU). (For
a discussion of personal income taxation of resident individu-
als, see IX., below.)

C. Tax on Financial Transactions (Tobin Tax)

1. In General

Article 1 (491)–(499) of Law No. 228 of December 24,
2012, introduced a tax on financial transactions (popularly
known as the “Tobin Tax”) within the Italian financial markets.
When Italy enacted the Tobin Tax, it was part of a group of
11 EU countries contemplating enactment of such a tax; as of
the time of writing, in addition to Italy, the following European
countries have enacted the tax: Austria, Belgium, France, Ger-
many, Greece, Portugal, Slovakia, Slovenia, and Spain.687

All transactions involving Italian shares or derivatives of
companies that are resident in Italy with capital of more than
500 million euros as of November 30, 2012, are subject to this
transfer tax, regardless of where the transaction is concluded, or
the residence of the purchaser. The tax is levied on only those
transactions that generated a profit at the end of the trading day
with respect to the previous trading day, thereby excluding day-
traders from the tax. It is not deductible for income tax purpos-
es or IRAP. Failure to pay, or insufficient or late payment, is
subject to a fine of 30% of the amount due.688

686 Law No. 80, April 7, 2003, enacted a reform of the national tax system
pursuant to which imposta sul reddito delle persone fisiche (IRPEF) was re-
named imposta sul reddito (IRE). However, the renamed tax never entered into
force, and later it was repealed and IRPEF reinstated under Finance Act 2007.

687 Tobin Tax, Niovo Modello 2018. Ecco quando si paga, aliquote, esen-
zioni, D’andrea Anna Maria www.money.it/tobin-tax-2017, Dec. 18, 2017 (ac-
cessed May 5, 2018).

688 DM, Feb. 2, 2013, Art. 20.
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All over-the-counter transactions of shares are subject to a
0.4% tax (previously 0.2%). For transactions on regulated mar-
kets, multilateral trading facilities, or through a broker, the rate
is reduced to 0.2% (previously 0.1%).689

The tax applies to derivative transactions690 at a tax rate
varying from 0.01875 euros to 200 euros, depending on the
type of instrument and notional value of the transaction and,
unlike the taxation of share transactions, which must only be
paid by the transferee, the tax must be paid by both parties. If
the transaction is carried out on a regulated market or multilat-
eral trading facilities, the tax is reduced to 20% of the original
notional amount.

To combat high-frequency trading (HFT) in shares and de-
rivatives, the Tobin Tax specifically covers these transactions.
A 0.04% tax (previously 0.02%) is levied on the gross amount
of the cancelled or modified orders regardless of the residency
of the issuing company.691

High frequency trading is defined as those transactions:

(i) For which trading is based on computer algorithms that
automatically determine decisions regarding transmittal,
amendment and cancellation of orders; and

(ii) Which occur in intervals of not more than half a sec-
ond.692

The tax is owed by the party placing the trades. It is cal-
culated on a daily basis and will be due when, in a day of trad-
ing, the ratio between the total of cancelled orders and modi-
fied orders, and the total of issued orders and modified orders
is greater than 60%.693

2. Exclusions

In addition to the capital requirement of 500 million euros,
there are several types of transfers excluded from the Tobin
Tax, the most important of which are:

(i) Transfers made by gift or inheritance;

(ii) New issues or cancellations of shares, financial instru-
ments, or other securities;

(iii) Stock lending or borrowing, or lending or borrowing
of other financial instruments, repurchase or reverse pur-
chase, or buy-sell back or sell-buy back transactions;

(iv) Transactions with a controlled company; and

(v) Transfers within the context of corporate reorganiza-
tions.694

Transactions with the EU institutions, the European Cen-
tral Bank or the central bank of an EU member state or institu-
tions established by international agreements to which Italy is
a party are also exempt.695

689 Law No. 199, Dec. 30, 2025, Art. 1 (29).
690 DL No. 69, June 21, 2013, amending Art. 1(497) of Law No. 228, Dec.

24, 2012.
691 Law No. 199, Dec. 30, 2025, Art. 1 (30).
692 Law No. 228, Dec. 24, 2012, Art. 1 (495).
693 Law No. 228, Art. 1 (495).
694 Law No. 228, Art. 1 (494).
695 Law No. 228, Art. 1 (494).

D. Inheritance and Gift Tax

Inheritance and gift taxation was reinstated as of October
3, 2006.696 From October 25, 2001, to October 2, 2006, the in-
heritance tax had been repealed. The only requirement remain-
ing was with respect to the inheritance of real property, which
still required the filing of a return and payment of a 1% mort-
gage tax (or 200 euros if the real property qualified as a “first
home”) and a 2% cadastral tax computed on cadastral value.

The gift tax was also repealed with respect to transfers
within the fourth degree of kinship, subject to the exception de-
scribed above. In all other cases, the ordinary rules for trans-
fers for consideration remained applicable if the gift exceeded
180,760 euros. Each donee in the case of a lifetime gift had an
exemption of 180,760 euros, increased to 1.5 million euros if
the donee was a minor or a disabled individual.697

Presently, inheritance taxes are levied on the beneficiary,
who is also liable for the decedent’s debts, up to his or her share
of the inheritance, as shown below:

BeneficiaryBeneficiary RateRate

Spouse or lineal descendants or
ascendants in the first degree

4% on the amount that ex-
ceeds 1 million euros

Siblings 6% on the amount that ex-
ceeds 100,000 euros

Relatives up to the fourth degree
and lineal and collateral relatives
acquired through marriage up to
the third degree

6%

Other beneficiaries 8%

If the beneficiary is disabled, the rates are levied on the
amount of the inheritance that exceeds 1.5 million euros.

Gift taxes are levied on the donee as shown in the table be-
low:

DoneeDonee RateRate

Spouse or lineal descendants or
ascendants in the first degree

4% on the amount that ex-
ceeds 1 million euros

Siblings 6% on the amount that ex-
ceeds 100,000 euros

Relatives up to the fourth degree
and lineal and collateral relatives
acquired through marriage up to
the third degree

6%

Other donees 8%

696 D. Lgs. No. 262 of Oct. 3, 2006, Art. 6.
697 Law No. 342, Nov. 21, 2000, Art. 69.
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If the value of the decedent’s assets exceeds 100,000 eu-
ros, or if real property or real property rights, regardless of the
total value of all the assets, are among the decedent’s proper-
ty, an estate tax return (Dichiarazione di succsssione) must be
filed generally by no later than 12 months from the date of the
decedent’s death.

E. Value Added Tax

For a discussion of the Value Added Tax (VAT), see XI.,
below. See also the VAT Navigator.

F. Property Taxes

1. Municipal Tax

As part of the Save Italy legislation, the Municipal Tax
(Imposta Municipale Unica, IMU) entered into effect on a trial
basis on January 1, 2012, replacing the previous local property
tax (ICI). However, the IMU tax base was broader than that
of the ICI, as it included principal residences (which had been
exempted from the ICI in 2008) and their appurtenances, rural
buildings, and foreign real property owned by Italian residents.
As of 2014, IMU is no longer due on principal residences, un-
less they are classified as luxury residences. For these resi-
dences, the tax is levied at 0.4% with a tax-exempt amount of
200 euros.698 As a result of the repeal of TASI (see F.3., be-
low), the base rate for IMU is now 0.86%. Municipalities may
choose to vary the rate so that the ordinary rate for IMU can
range from 0.86% to 1.06%. Those municipalities that had im-
plemented TASI may levy IMU up to a rate of 1.14%.

As part of the government’s COVID-19 assistance, tax-
payers owning buildings used in the entertainment and tourism
accommodation sectors were exempt from paying the first IMU
installment for the 2021 tax year, due in June.

2. Tax on Real Property Located Abroad

Initially part of IMU, foreign real property owned by Ital-
ian residents is now subject to a specific property tax known as
the imposta sul valore degli immobili situati all’estero (tax on
real property located abroad, IVIE). Through to December 31,
2023, the rate of taxation of foreign real property had a base
rate of 0.76% levied on the value of the property as shown on
the deed of sale, other title documents or, if the value cannot
be ascertained from that documentation, market value. Begin-
ning on January 1, 2024, the base rate has been increased to
1.06%.699 If the foreign real property is the taxpayer’s principal
residence, the tax rate is 0.4%. A foreign principal residence is
also allowed a deduction of 200 euros and a 50 euros deduc-
tion, up to a maximum of 400 euros, for each dependent child
residing in that residence under the age of 26.

The tax does not apply to a taxpayer’s principal residence
unless it is classified as a “luxury” property (in Italy these are
cadastral categories A/1, A/8, or A/9). If the foreign real prop-
erty is classified as a luxury principal residence, the tax rate
will be 0.4%. A foreign luxury principal residence is also al-
lowed a deduction of 200 euros and a 50 euros deduction, up to

698 Law No. 147, Dec. 27, 2013, Art. 1 (707 et seq.).
699 Law No. 213, Dec. 30, 2023, Art. 1 (91).

a maximum of 400 euros, for each dependent child residing in
that residence under the age of 26.

For property located in EU or EEA countries that guaran-
tee adequate exchange of information, the property value to be
used as the basis for IVIE will be the value of the property used
as the basis for property taxation in that country. As of January
1, 2021, real estate located in the United Kingdom is no longer
eligible for the cadastral value (Council Tax) basis and must
be valued at its purchase cost or market value. A deduction is
available to taxpayers up to the amount of property taxes paid
in the country of situs.700

No IVIE will be due if the value of the property does not
exceed 200 euros.701

3. Other Property-Based Taxes on Services Provided

Through December 31, 2019, the other property-based tax-
es on services provided were (i) TASI (tributo per servizi in-
divisibli, tax on indivisible services); (ii) a tax on services
provided by a municipality; and (iii) TARI (tassa sui rifuiti,
garbage tax). These local taxes were enacted by the 2013 Sta-
bility Law.702

The Stability Law of 2016 exempted principal residences
from TASI. The sum of IMU and TASI cannot exceed 10.3%.

The Stability Law of 2020 repealed TASI as of January 1,
2020. To make up for the loss in revenue, the rate of IMU was
increased (see F.1.).

G. Stamp Tax

Generally, legal documents executed in Italy are subject to
a stamp tax. On September 1, 2007, stamped taxed paper that
was available for these purposes was abolished. Legal docu-
ments executed in Italy or abroad will therefore now have to be
drafted on ordinary paper and a 16-euro stamp affixed to each
document folio before use in Italy. Both paper and electronic
invoices or documents that have a value that exceeds 77.47 eu-
ros, that are not subject to VAT (for example, the documents
relating to services rendered to a party outside of Italy and the
European Union) are subject to a stamp tax of 2 euros.

A government concessions tax on the numbering and
stamping of pages in company registers and books (imposta di
bollo) has been in effect since January 1, 1996.703 The tax is paid
annually by March 16 (or the following day if March 16 falls on
a Sunday) measured by reference to a corporation’s capitaliza-
tion. In the case of corporations with capital of 516,457 euros
or less, the tax is 309.87 euros. Corporations with higher capi-
tal pay a tax of 516.46 euros.

The Stability Law of 2014 amended the stamp tax intro-
duced on bank and investment accounts in 2011 by increasing
the tax rate from 0.15% to 0.2%. Individuals holding invest-
ment accounts with a value of up to 5,000 euros are now ex-
empt from the stamp tax, while accounts with a value of more
than 5,000 euros and up to 17,000 euros are subject to the tax
at the rate of 0.2% of the amount invested. In the case of com-

700 DL No. 201, Dec. 6, 2011, Art. 19(13)–(17), as converted by Law No.
214, Dec. 22, 2011.

701 DL No. 201, Dec. 6, 2011, Art. 19, as amended by DL No. 16, March 3,
2012, Art. 8(16), (e); Art. 13 (10).

702 Law No. 147, Dec. 27, 2013, Art. 1(669).
703 Law No. 549, Dec. 28, 1995, Art. 3 (142–143).
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panies, the tax is capped at 14,000 euros. The tax is to be cal-
culated and applied whenever a statement of account is issued
to a client and thus will often appear on a pro rata basis on the
statement.704

Checking and passbook accounts owned by individuals
that during a calendar year have an average balance in excess
of 5,000 euros remain subject to a fixed stamp tax of 34.20 eu-
ros. The tax is 100 euros for accounts held by companies.705

Article 8 of Law No. 383 of October 18, 2001 introduced
a series of changes to simplify the keeping of accounts. Many
formalities have been abolished with a view to simplifying the
keeping of accounting books and records. In particular:

(i) The requirement to stamp and verify accounting books
annually has, in principle, been eliminated. Registers are
now deemed properly kept if each page has been consecu-
tively numbered by the taxpayer before use.

(ii) The corporate record books required under Article
2421 of the Civil Code (shareholders’ register; bondhold-
ers’ register; and minute books of the board of directors,
the shareholders, the statutory auditors and the executive
committee, meetings of the bondholders, and financial in-
struments) are excluded from the above provision, as is
any other book or register subject to a stamping require-
ment under special provisions. A Ministerial Decree of
January 23, 2004 established rules permitting the above
books to be maintained electronically.
The Ministerial Decree of January 23, 2004 established

the rules for the electronic keeping of the accounting books
(general ledger, inventory book and VAT book) and other ac-
counting documents (for example, invoices and letters). Under
Article 3 of the Decree, it is permissible for tax purposes to
keep the documents electronically, provided the documents:

(i) Are formatted as static documents that cannot be modi-
fied;

(ii) Are issued, in order to guarantee the attestation of
the date, and their authenticity and integrity, with a time
reference and the electronic signature of a public officer
(preferably a Notary) affixed, certifying conformity to the
original documents;

(iii) Correspond to the paper documents and may at any
time be read by means made available by the individual
consulting the electronic documents; and

(iv) Can be read over time and are in chronological order.
It must also be possible to search for and extract informa-
tion.

H. Registration Tax

As part of Italy’s continuing commitment to simplifying
tax legislation and streamlining taxpayer compliance obliga-
tions, on August 1, 2025, the Government enacted Legislative
Decree No. 123, which implemented a Consolidated Law on
registration tax and other indirect taxes. The Consolidated Law
systematically brings together the current regulations and re-

704 DL No. 2013, Art. 19 (1)–(3), as amended by Law No. 147, Dec. 27,
2013, Art. 1 (581 et seq.).

705 Id.

peals numerous laws. The consolidated tax will enter into force
on January 1, 2026. While it does repeal a few obsolete indirect
taxes, on the whole there are no major substantive changes to
Italian tax law.

The Registration Tax Law provides that all deeds and oth-
er written documents, including leases, that have legal effect
and are executed in Italy, as well as certain oral agreements,
must be registered with the registration tax office within 30
days from the date of their execution.706

As a rule, value added tax VAT is considered to be an al-
ternative to registration tax. Transactions not subject to VAT
(see XI.A.2., below) are subject to registration tax at the fol-
lowing rates:

(i) Conveyances of listed real property and rights with re-
spect to real property: aggregate tax of 9% payable in full
to the registration office. This tax is comprised of the fol-
lowing taxes:

• Actual registration tax: 9%;707

• Mortgage tax: 50 euros;708 and

• Cadastral tax: 50 euros.709

The actual registration tax is reduced to 2%, plus a flat
50 euro payment for mortgage and cadastral taxes710 if: the
purchaser of the property is an individual; the property
purchased is used by the buyer as his or her sole residence
in the town in which he or she is resident or in which he or
she maintains his or her principal residence; and the pur-
chaser has not already paid a reduced tax on other proper-
ty.

(ii) Transfers of building rights: 3%.

(iii) Financial statements used for merger purposes, or the
expert appraisal of a contribution in cash and in kind,
based on assets net of liabilities, on the incorporation of a
company, or a contribution to capital: flat 200 euros.711

706 DPR No. 131, April 26, 1986, Arts. 13 and 17 (3-bis); Articles repealed
with effect from January 1, 2026 and replaced by Consolidated Text enacted
by Legislative Decree No. 123, August 1, 2025, Art. 204 (1), (f).

707 DPR No. 131, April 26, 1986, Tariff, Art. 1, as amended by Law No.
488, December 23, 1999, Art. 7(7), as further amended by D. Lgs. No. 23,
March 14, 2011, Art. 10; repealed with effect from January 1, 2026 and re-
placed by Consolidated Text enacted by Legislative Decree No. 123, August 1,
2025, Art. 204 (1), (f).

708 DL No. 347, Oct. 31, 1990, Tariff, Art. 1, as amended by Law No. 549,
December 28, 1996, Art. 3(132), and as amended by DL No. 262, October 3,
2006, Art. 6; as further amended by D. Lgs. No. 23, March 14, 2011, Art. 10,
repealed with effect from January 1, 2026 and replaced by Consolidated Text
enacted by Legislative Decree No. 123, August 1, 2025, Art. 204 (1), (f).

709 DL No. 347, October 31, 1990, Art. 10, as amended by Law No. 549,
December 28, 1996, Art. 3(133); as further amended by D. Lgs. No. 23, March
14, 2011; DL No. 104, September 12, 2013 and, as further amended by D. Lgs.
No. 23, March 14, 2011, Art. 10; repealed with effect from January 1, 2026 and
replaced by Consolidated Text enacted by Legislative Decree No. 123, August
1, 2025, Art. 204 (1), (f).

710 DL No. 12, February 7, 1985, Art. 2, as amended by DL No. 323, June
20, 1996, Art. 10, converted by Law No. 425, August 8, 1996, as amended by
Law No. 488, December 23, 1999, Art. 7(6).

711 DPR No. 131, April 26, 1986, Tariff, Art. 4, as amended by Law No.
488, December 23, 1999, Art. 10, repealed with effect from January 1, 2026
and replaced by Consolidated Text enacted by Legislative Decree No. 123, Au-
gust 1, 2025, Art. 204 (1), (f).
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As a rule, transactions subject to VAT attract a nominal
flat registration tax of 200 euros. Agreements relating to pay-
ments on which VAT is imposed are required to be registered
only on use and, again, at nominal rates.

Prior to their use in judicial administrative, or arbitration
proceedings, contracts executed abroad that have legal effects
in Italy must be registered on payment of the normal registra-
tion tax in the usual manner.712

With effect from July 4, 2006, specific rules apply to com-
mercial real estate taxation, as summarized in the following
table:

712 DPR No. 131, April 26, 1986, Tariff 2, Art. 11.

Seller Characteristics of
Buildings

Purchaser VAT Registration Tax Mortgage and
Land Registry

Tax

Construction com-
pany or company
that carries out re-
structuring work

Buildings complet-
ed less than 4 years
earlier

Any person 22% 200 euros 200 euros + 200
euros

Buildings complet-
ed more than 4
years earlier

Purchaser not sub-
ject to VAT/Pur-
chaser subject to
VAT with activities
qualifying for VAT
deduction equal to
or < 25%

22% 200 euros 200 euros + 200
euros

Other purchaser
subject to VAT

Exempt or 22% at
the seller’s option

200 euros 2% + 1%

Others subject to
VAT (enterprises
and persons en-
gaged in the arts or
professions)

All buildings with-
out distinction

Purchaser not sub-
ject to VAT/Pur-
chaser subject to
VAT with activities
qualifying for VAT
deduction equal to
or < 25%

22% 200 euros 2% + 1%

Other purchaser
subject to VAT

Exempt or 21% at
the seller’s option

200 euros 3% + 1%

With effect from March 1, 2008, sales of non-residential
buildings subject to VAT in some instances are subject to
VAT under the reverse charge system applied by the purchaser
through self-invoicing.713

I. Digital Services

The Stability Law of 2014 introduced a “web tax” that
required a company intending to provide advertising services
and online sponsored links in Italy to have a VAT number.
This provision was meant to enter into force on March 1, 2014.
However, the day before its entry into force, the government
rescinded the tax. The government noted that reconsideration
of some type of provision for companies operating in Italy
through the web was not out of the question, but that it proba-
bly should be done at a European-wide level.

Despite the earlier position of addressing the issue of a
web tax at a European-wide level, Law 205/2017 (the 2018
Budget Law) enacted a web tax of 3% that was to apply to dig-
ital transactions placed as of January 1, 2019. The tax was in-

713 Law No. 244, December 24, 2007.

tended to be levied on businesses that transact over 3,000 trans-
actions in a year and the government was to enact regulations
for the application of the tax by April 30, 2018. However, its
enactment was postponed so as to await action at the EU level,
which at the time appeared to be a concrete possibility in the
last quarter of 2018.

Subsequently, with the 2019 Budget Law, the web tax as
enacted in 2018 was repealed and replaced by a new version,
the digital services tax (DST), which provided for the DST to
enter into effect on January 1, 2020. The DST provides for a
3% tax on revenue for services provided electronically, to be
levied on companies that have at least 750 million euros in rev-
enue earned on a worldwide basis and have revenue in Italy of
at least 5.5 million euros.714 The 2025 Budget Law repealed the
second threshold requiring revenue in Italy of at least 5.5 mil-
lion euros.715

However, as Italy moved forward domestically by enact-
ing the DST internationally, members of the OECD/G20 con-

714 Law No. 145, Dec. 31, 2018, Art. 1 (35)–(50).
715 Law No. 207, Dec. 31, 2024, Art. 1 (22).
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tinued the debate for the best approach to address tax avoid-
ance by large multinationals (MNEs) that has resulted from the
digitalization of the economy. In 2021, a solution was found
through a two-pillar system. The first pillar focusses on re-allo-
cating the profits of the most profitable MNEs to the jurisdic-
tions where the customers and users of those MNEs are locat-
ed. The second pillar provides a global minimum tax of 15%,
which Italy implemented via Legislative Decree No. 209 of De-
cember 27, 2023, effective as of January 1, 2024. At the end
of 2021, members announced an agreement on an all-Inclusive
Framework to take effect in 2023. While the initial goal was
for the rules to take effect in 2023, the implementation of Pillar
One has faced significant delays, with negotiations on the Mul-
tilateral Convention (MLC) continuing through 2024 and 2025.
The agreement was approved by the ministers of Finance and
the Governors of the Central Banks of the G-20 members. The
entry into force of the first pillar is now subject to the final-
ization and ratification of the MLC by a critical mass of juris-
dictions, which will of course require that countries enact leg-
islation to implement these new rules into their domestic leg-
islation. These agreements provide for the repeal of the vari-
ous domestic taxes on digital services already in force, such
as the Italian DST, once the new Pillar One rules are effec-
tively implemented. Accordingly, pursuant to the 2020 Budget
Law, the DST is to be automatically repealed as soon as imple-
menting legislation for the Pillar One international agreement
enters into force. In the interim, Italy and other European na-
tions reached a “standstill” agreement with the United States to
maintain their DSTs until a definitive transition to Pillar One
occurs, subject to a tax credit mechanism for payments made in
the intervening period.716

J. Sugar Tax

The 2020 Budget Law introduced a tax on sugary drinks.717

The tax was originally supposed to enter into effect on October
1, 2020, but has been postponed on multiple occasions. The en-
try into force of the sugar tax was most recently postponed by
the 2026 Budget Bill, which postponed its entry into force to
January 1, 2027.

The tax will apply to sugary drinks that contain 25 grams
or more of sugar in 1,000 liters or at least 125 grams of sugar
in syrups that are to be diluted. It will be levied as follows:

• 10 euros per 100 liters; or

• 0.25 euros per kilo for syrups that are to be diluted.
Subject to the tax will be Italian producers or importers

of sugary drinks for consumption in Italy, and those who pur-
chase sugary drinks imported from the EU member states. Sug-
ary drinks produced for export are exempt from the tax. The
fine for failure to pay the tax is 10 times the amount due, with
a minimum of at least 500 euros levied. Late payment will give
rise to a fine of 30% of the tax due, which cannot be less than
250 euros.

716 Law No. 160, December 27, 2019, Art. 1 (678), (m), (n); see also Joint
Statement from the United States, Austria, France, Italy, Spain, and the Unit-
ed Kingdom Regarding a Compromise on a Transitional Approach to Existing
Unilateral Measures During the Interim Period Before Pillar 1 Implementation
(Oct. 21, 2021), as extended on Feb. 15, 2024.

717 Law No. 160, Dec. 27, 2019, Art. 1 (661)–(667).

K. Plastic Tax

The 2020 Budget Law also enacted a tax on plastic used
for containing, protecting, handling or delivering goods or food
products. As defined by the law, the type of plastic subject
to taxation is single use item (manufatti con singolo impiego,
MACSI) with a content of more than 40% plastic, and therefore
cannot be used as compost.

Subject to the tax are Italian producers, importers and pur-
chasers of plastic. The tax is levied at 0.45 euros per kilo of
plastic. The fine for failure to pay the tax is 2 to 5 times the
amount of tax due, with a minimum fine of 250 euros applied.
Late payment will give rise to a fine of 25% of the amount of
tax due with a minimum 150 euros levied.718

Exempt from the tax are plastic medicine containers, med-
ical devices and plastic produced for export.719

As a result of the impact of COVID-19 and the ensuing
lockdown, the entry into force of the plastic tax has been post-
poned on multiple occasions. Most recently, the 2026 Budget
Bill proposed the postponement of its entry into force to Janu-
ary 1, 2027.

L. Capital Investment Tax

Italy does not have a capital investment tax.

M. Payroll Tax

Italy does not have a payroll tax.

N. Net Worth Tax

Italy does not have a net worth tax.

O. Local Taxes

Italy has property-based taxation that is levied for funding
of local government services (see IV.F.3., above).

In addition, for devolution to the regions, a regional tax is
added to IRPEF with a rate that is between 1.23% and 3.33%;
a municipal tax is also added to IRPEF at a rate ranging from
0.5% to a maximum of 0.8% of IRPEF. See IX.F., below.

P. Windfall Profits Tax on Energy Producers

Italy enacted a one-time windfall tax on profits for those
businesses engaged in:

(i) The production of electricity for re-sale;

(ii) Production of methane gas for extraction of natural
gas;

(iii) Re-sale of electricity, methane gas, and natural gas;

(iv) Manufacturing, distribution, and sale of oil products,
and

(v) Import into and purchase within the EU of electricity,
natural gas or methane gas, and oil products.

718 Law No. 160, December 27, 2019, Art. 1 (650), as amended by Law No.
178 Dec. 30, 178, Art. 1(1084), (i).

719 Law No. 160, December 27, 2019, Art. 1 (634)–(650).
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According to the 2023 Budget Law, 75% of the total rev-
enue of such a business must be derived from the above activi-
ties for the windfall profits tax to apply.720

The windfall profits tax applies when the increase in net
sales between October 1, 2021, and April 30, 2022, is both
greater than 5 million euros and higher than 10% relative to net
sales between October 1, 2020 and April 30, 2021. The tax ba-
sis to establish if the two thresholds have been met is calcu-
lated using net sales reported for VAT purposes. The tax was
originally levied at 10%,721 but it was subsequently increased to
25%.722

The tax applies to businesses deriving at least 75% of their
revenues from the production, import and sale of electricity,
natural gas and oil products (including distribution of oil prod-
ucts).723 The 50% tax rate applies to the portion of income cal-
culated for corporate income tax purposes for the tax year 2022
exceeding the average income of the business for the four years
prior to 2022 by at least 10% (if the average is negative, the
basis will be zero).724 The tax cannot be more that 25% of the
value of the net equity as at 31 December 2021 (in the case of
calendar-year entities).

The tax is due within six months of the company’s year-
end. For companies with a calendar tax year, windfall profits
tax is due by June 30, 2023. The tax is not deductible for IRES
or IRAP purposes.725

Windfall profits tax does not apply to businesses which or-
ganize and manage platforms for the exchange of electricity,
gas, environmental certificates and fuel as well as certain small
and micro-enterprises engaged in the fuel retail business.726

A subsequent windfall profits tax was enacted under the
2023 Budget Law for the tax year 2023, replacing the previous
one-off tax for 2022.

Q. Cryptocurrency Taxation

Until the enactment of the 2023 Budget Law, Italy consid-
ered cryptocurrency to be a foreign currency.

There were signs of a change in approach in the Italian
courts and, in November 2022, the Italian Supreme Court of
Cassation indicated in a criminal case that crypto-assets with
certain characteristics came within the domestic category of fi-
nancial products. Specifically, the Court stated that crypto-as-
sets that required the investor to pay for the assets with an ex-
pectation of a financial return and that carried a risk directly
associated with the amount of funds invested should be consid-
ered to constitute financial products.727

The 2023 Budget Bill introduced capital gains taxation on
the sale of cryptocurrency and assets; the possibility of adopt-
ing a step-up in basis for crypto-assets held on January 1, 2023;
an amnesty program for crypto-related income not reported in

720 DL No. 21, March 21, 2022, Art. 37 as amended by Law No. 197, Dec.
29, 2022, Art. 1 (120).

721 DL No. 21, March 21, 2022, Art. 37.
722 DL No. 50, May 17, 2022, Art. 55.
723 Law No. 197, Dec. 22, 2022, Art. 1 (115).
724 Id at Art. 1 (116).
725 Id at Art. 1(117–118).
726 Id. at Art. 1 (115).
727 Supreme Court of Cassation Case No. 44378, Nov. 22, 2022.

the previous tax years; and a stamp duty on crypto transac-
tions.728

Initially, gains from the sale of cryptocurrency and other
crypto-assets exceeding 2,000 euros were subject to capital
gains tax of 26%. Later, pursuant to the Budget Law of 2025,
as of January 1, 2026, the tax rate on gains increased to 33%
and the tax-exempt threshold of 2,000 euros was eliminated.729

However, pursuant to the 2026 Budget Law, the reduced 26%
rate continues to apply to euro-denominated stablecoins (e-
money tokens) that comply with the EU MiCAR regulation.730

Gains are calculated as the difference between the cost ba-
sis and the sale price. The cost basis depends on how the as-
set concerned was acquired. If the asset was purchased, the ba-
sis is the purchase price. If the asset was inherited, the basis is
the value declared in the estate tax return (generally, the date of
death value). If the asset was received as a gift, the cost basis is
that the donor’s cost basis in the asset.

Capital losses can be set off against capital gains of the
same kind subsequently realized in the same year or up to four
years following the year of the sale.

Individuals with taxable capital gains are required to report
capital gains and losses in their annual tax returns. Taxpayers
may elect to pay the tax through an Italian financial intermedi-
ary (e.g., a bank or other qualified intermediary) or a crypto-as-
sets service provider (including wallet providers).

To encourage taxpayers to report their crypto-assets, an
election was also introduced to allow taxpayers to step up the
tax value of their crypto-assets to their market value on January
1, 2023, with the payment of a flat tax of 14% on the amount
of the step-up. The law originally provided that this step-up tax
could be paid in a single installment by June 30, 2023, or in
three equal annual installments, 3% annual interest will apply
to installments paid after June 30, 2023. On June 13, 2023, the
Ministry of Economy and Finance issued Notice No. 96 post-
poning the start of the payment to September 30, 2023.

The Budget Law of 2025 introduced the step-up option as
a permanent measure, according to which taxpayers may step-
up the tax value of their crypto-assets to their market value as
on January 1 of each year, starting in 2025, with the payment
of a flat tax of 18% on the amount of the step-up.731

A step-up in basis will not be allowed should it result in a
loss.

As of January 1, 2026, the value of all-held crypto-assets
must also be included in the taxpayer’s ISEE (Equivalent Eco-
nomic Situation Indicator), which determines eligibility for so-
cial benefits and university fee reductions.732

The 2023 Budget Law provided a tax amnesty for taxpay-
ers who had failed to disclose in their annual tax returns the
holding of crypto-assets as well as any income related to those
assets as of December 31, 2021. Taxpayers who held undis-
closed crypto-assets that did not generate taxable income can
become compliant by paying a reduced penalty equal to 0.5%
per annum on the value of the undisclosed crypto-assets. Tax-

728 Law No. 197, Dec 29, 2022, Art. 1 (126–137).
729 Law No. 207, Dec. 30, 2024, Art. 1 (25).
730 Law No. 199, Dec. 30, 2025, Art. 1 (32) amending DL No. 201, Dec. 6,

2011, Art. 5 (1).
731 Law No. 207, Dec. 30, 2024, Art. 1 (26).
732 Law No. 199, Dec. 30, 2025, Art. 1 (28).
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payers that realized income from undisclosed crypto-assets will
be required to pay a 3.5% flat tax on either the end of year val-
ue of the undisclosed crypto-assets or the value of the assets on
the date of their disposal, plus interest and penalties equal to
0.5% of the value of the crypto-assets concerned.733 Taxpayers
who missed this window remain subject to standard penalties
for non-disclosure in their Quadro RW (Foreign Assets) report-
ing.

A 0.20% stamp tax is applied annually based on periodic
reports submitted by an Italian financial intermediary to its
clients regarding crypto-assets deposited with the intermediary.
The stamp tax will be due even when no such periodic commu-
nications are sent to the taxpayer. Where an Italian taxpayer’s
crypto-assets are not held through an Italian intermediary (e.g.,
crypto-assets stored in digital or physical wallets), the taxpay-
er must pay, in lieu of the above stamp tax, a 0.20% tax on the
value of those crypto-assets.734

Italian companies that account in their financial statements
for write-ups and write-downs of crypto-assets deriving from
valuation procedures (i.e., where the assets are not effectively
realized) are not subject to tax for IRES and IRAP purposes.

After a consultation process that closed on June 30, 2023,
the Tax Agency issued Circular No. 30/E, of October 17, 2023,
which provides guidelines and explanations on the taxation of
crypto-assets. Among the issues addressed are:

(i) The territorial aspect of the taxation of crypto-assets.
The Circular addresses this point by making reference to
Article 67 of the TUIR, which provides that income from
an activity carried out within Italy from assets located in
Italy will be taxable in Italy. Thus, nonresidents will be
subject to taxation if the crypto-assets (access keys) are
held by intermediaries residing in Italy, or if these assets
have a substantial connection with a resident intermediary.
However, for those access keys directly held by a taxpay-
er with devices such as USB keys the presumption that the
assets are in Italy will only apply if the taxpayer is a resi-
dent of Italy. This presumption can be rebutted by the tax-
payer.

(ii) Taxation rate for income from crypto-assets. Income
from the redemption, exchange or sale of crypto-assets is
taxed at a rate of 33% (increased from 26% as of Janu-
ary 1, 2026) in the hands of both residents and nonresi-
dents. Exchanges among crypto-currencies with the same
economic function will not be considered taxable events,
while exchanges between non-fungible tokens (NFTs) and
cryptocurrency will be taxable events.

(iii) Revaluation of crypto-assets. The Circular clarified
the procedures for revaluing crypto-assets held on January
1, 2023, using either the cost or purchase value as of that
date. This option was available even if the crypto-assets
were no longer held at the time of payment of the substi-
tute tax of 14%. Revaluation, which was available through
November 15, 2023, was useful to taxpayers as it allowed
for a higher cost basis on which to determine a capital gain
in the event of reimbursement or sale of the crypto-asset or

733 Law No. 197, Dec 29, 2022, Art. 1 (138–143).
734 Law No. 197, Dec 29, 2022, Art. 1 (144–147).

exchange with other crypto-assets having different char-
acteristics and functions (for example, the purchase of an
NFT with bitcoin).

(iv) Failure to disclose crypto-assets held abroad. Individ-
uals, non-commercial entities and certain types of small
companies that held crypto-assets on December 31, 2021
and that had failed to disclose the assets in Quadro RW
(the schedule in which foreign accounts and assets held
abroad are reported on Italian income tax returns) could
become compliant by the filing of a petition with the Tax
Agency by November 30, 2023, attaching proof of pay-
ment of a fine as well as documentation to prove the value
of the crypto-assets. The fine levied was 3.5% of the val-
ue of the assets held at the end of each year, or the val-
ue at the time of sale, plus 0.5% of the value of the assets
at December 31 of each year in which the crypto-assets
were held and not disclosed. If the crypto-assets produced
no income, only the fine of 0.5% on the year-end value of
the crypto-assets is due for failure to disclose the assets in
Quadro RW.

(v) Annual stamp tax (also so known as the Italian wealth
tax on crytpo-assets). An annual stamp tax of 0.2% will
be levied on the value of the crypto-assets held by an in-
dividual at the end of the reporting period or, in the event
of failure to report that value, the value at December 31
of each year as determined by the intermediary or service
provider who will withhold the tax. If the end of year val-
ue is not available, the purchase cost of the crypto-assets
will be used as the value. The Circular makes it clear that
payment methods and terms are the same as those current-
ly provided for in the context of the stamp duty on com-
munications relating to financial products. It also specifies
that entities and companies will be subject to a maximum
stamp tax of 14 euros annually on the value of the crypto-
assets held by them, as determined above.

(vi) VAT treatment of crypto-assets. As crypto-assets are
not subject to specific VAT provisions, the Circular refers
to international best practices and provides a look through
approach to ascertaining the actual nature of the crypto-as-
sets, their function in practice, and the purposes for which
they are actually used, as recommended in the OECD’s
Crypto-Asset Reporting Framework (CARF), approved in
August 2022 to establish taxation for VAT purposes. For
example, when a crypto-asset is used to pay for a transac-
tion subject to VAT, the value of the crypto-asset is to be
converted into euros to calculate the taxable amount of the
transaction based on which the applicable VAT amount
will determined.

Certain cryptocurrency transactions will generally be ex-
empt from VAT. These transactions include the exchange
of traditional currency for cryptocurrency; mining of cryp-
tocurrency that is compensated through a miner’s fee; and
cryptocurrency “staking” transactions.

The VAT rules for tokens are essentially the same as
those for cryptocurrency. These transactions will be tax-
able when used as payment for a transaction subject to
VAT.
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Transactions with tokens will be exempt from VAT when
the actual nature is that of an investment instrument (such
as “security tokens”); and treated as equivalent to vouchers
for VAT purposes when the tokens must be accepted by
the supplier as a means of payment for a transaction and
bear an indication of the goods or services that can be pur-
chased or an indication of the supplier obliged to accept
them. The VAT treatment of NFTs will hinge on the eval-
uation of the contractual agreements (“smart contract”) as-
sociated with NFTs and their circulation.

The VAT treatment of NFTs and related activities is con-
tingent on whether the interest is only in the NFT or the
underlying assets it represents; and

(vii) Value of crypto-assets for purposes of transfer by gift
or at death. The value of crypto-assets on their transfer by
way of gift or at death is their fair market value.

R. Domestic Anti-Avoidance Measures

Article 10-bis of Law No. 212 of July 27, 2000 contains
the current law on anti-avoidance measures in Italy.

The article defines abuse as the undertaking of operations
devoid of economic substance. While formally the operations
are compliant with tax law, they are carried out essentially to
obtain an undue tax advantage. Operations without any eco-
nomic substance are defined as facts, acts and contracts that
may be connected to each other but are not suitable for produc-
ing significant economic effects other than the procurement of
tax advantages. Undue tax advantages are benefits that conflict
with the purpose of the tax rules or the principles of the tax sys-
tem, even if the benefits are not immediately available to the
taxpayer.

Article 10-bis expressly provides that taxpayers may
choose the option with the lower tax burden. Transactions jus-
tified by valid and significant corporate or business reasons do
not contravene the anti-abuse provisions.

A taxpayer may apply for a ruling from the Tax Authority
regarding an operation it intends to carry out or has already
carried out. The application must be filed before the deadline
for filing the tax return in the year in which the operation con-
cerned occurred, or before the taxpayer fulfills other tax oblig-
ations connected to the operation. The taxpayer must set out in
its application:

(i) The elements defining the operations;

(ii) The tax sector with respect to which the operations
raise abuse concerns; and

(iii) The specific regulations and laws involved, including
those that may be challenge because of the operations un-
dertaken or to be undertaken.
The Tax Authority must reply within 90 days of the sub-

mission of the ruling application or within 60 days of the de-
livery of any supplementary documentation requested from the
taxpayer by the Tax Authority.

S. Regional Tax on Productive Activities

As part of the 1997 Finance Act, Parliament delegated leg-
islative powers to the government to enact a regional tax with
a view to reducing labor costs and simplifying the tax system

by eliminating various taxes collected throughout the year. On
January 1, 1998, the regional tax on productive activities (im-
posta regionale sulle attività produttive or IRAP) made its de-
but,735 replacing such taxes as the local income tax (imposta
locale sui redditi or ILOR), the municipal tax on productive
activities (ICIAP) and the company net worth tax, as well as
health contributions made by employers on behalf of employ-
ees. IRAP is levied on the value of the net production of goods
and services produced in a region, and is not deductible for pur-
poses of personal income tax (imposta sui redditi delle persone
fisiche or IRPEF) or corporate tax (imposta sul reddito delle
società or IRES). However, for companies with employee ex-
penses, these costs are now completely deductible for IRAP
purposes.736 In the case of interest expenses, 10% of IRAP paid
is deductible for IRES purposes.737

The basic IRAP tax rate is 3.9%.738 Each region may in-
crease the rate by no more than 0.92%. For companies licensed
for certain types of public works, the rate is 4.2%.739 Taxpayers
with business activities in more than one region must apportion
their taxable base and deductions accordingly. For the 2026
tax year, the Budget Law has introduced a significant tempo-
rary increase in the tax rate for the financial services sector.
The IRAP rate for banks and financial intermediaries has in-
creased to 6.65%. The IRAP rate for insurance companies has
increased to 7.90%. These increases are scheduled to remain in
effect throughout the 2028 tax year. To mitigate the impact of
this measure, a deduction of 90,000 euros was introduced for
the 2027 and 2028 tax years.740 This deduction is granted up to
the amount of the difference between the tax resulting from the
new increased rates and the tax that would have been due under
the previous ordinary rates, effectively acting as a compensato-
ry mechanism for the higher tax burden.

The taxable base for companies and commercial entities
is the difference between the total value of production and the
total costs of production (excluding depreciation, amortization,
employees’ costs, provisions for risk and other provisions). In
the case of financial institutions, the 2026 Budget Law stip-
ulates that the deductibility of interest expenses is limited to
96% for 2026, with a progressive recovery of 1% annually until
2029 and will return to being 100% deductible in the 2030 tax
year.

The 2026 Budget Law also reschedules the deduction of
specific costs giving rise to deferred tax assets (DTAs) for
banks and insurance companies. Specifically, the deduction of
the fiscal year 2027 installments for the following items is sus-
pended and deferred to the 2028 and 2029 tax periods in two
equal parts:741

• Credit Write-downs and Loan Losses: A 9.50% quota re-
lated to IFRS 9 first-time adoption costs;

735 D. Lgs. No. 446, Dec. 15, 1997.
736 D. Lgs. No. 446, Dec. 15, 1997 Art. 2.
737 D. Lgs. No. 185, Nov. 29, 2008, Art. 6 (1).
738 D. Lgs. No. 446, Dec. 15, 1997, Art. 16.
739 Law No. 190, Dec. 23, 2014, Art. 1 (20) amending D. Lgs. No. 446, Dec.

15, 1997, Art. 11 (1).
740 Law No. 199 Dec. 30, 2025, Art. 1 (74)–(75).
741 Law No. 199, Dec. 30, 2025, Art. 1 (133)–(136).
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• Goodwill and Intangibles: A 12.36% quota of the amor-
tization (with 6.18% becoming deductible in 2028 and
6.18% in 2029).
Additionally in compliance with EU jurisprudence, 95%

of dividends received by banks and insurance companies from
EU-based subsidiaries are now excluded from the taxable
base.742

With respect to the circulation of tax credits derived from
the transformation of DTAs, the Italian Tax Agency issued
Resolution No. 73 on December 29, 2025. This ruling clarifies
that when a tax credit resulting from the transformation of
DTAs is transferred to a third party, the transferee cannot use
the credit to offset other tax liabilities in the F24 payment
form. Furthermore, the transferee is prohibited from subse-
quent transfers of the same credit to other entities. Consequent-
ly, the only method for the transferee to recover the value is
through a direct refund from the Italian Tax Agency.

The following are among the deductions generally allowed
for IRAP purposes:

(i) The mandatory costs of insuring against injury in the
workplace (Istituto Nazionale per l’Assicurazione contro
gli Infortuni sul Lavoro, INAIL);

(ii) Full deduction for all costs related to employees hired
under permanent contracts;743

(iii) The costs of personnel engaged in research and devel-
opment (R&D);744

(iv) Costs related to the hiring of apprentices and employ-
ees hired under formation contracts, as well as costs relat-
ed to the hiring of disabled employees;745

(v) A deferred deduction for credit write-offs and goodwill
amortization, which the 2026 provisions have postponed
to the 2028 and 2029 tax periods (see above).746

In 2003, Parliament delegated to the Italian government
the powers to abolish IRAP gradually. As part of that mandate,
the 2022 Budget Law also excluded independent contractors,
self-employed professionals and sole proprietorships from
IRAP taxation. Parliament specified that priority be given to
the progressive exclusion from the tax base of labor and related
costs taking into consideration the possibility of providing re-

742 Law No. 199, Dec. 30, 2025, Art. 1 (46)–(50); see Joined Cases C-92/
24, C-93/24 and C-94/24, Banca Mediolanum SpA and Others v. Agenzia delle
Entrate, ECLI:EU:C:2025:612 (Aug. 1, 2025).

743 D. Lgs. No. 446, Dec. 15, 1997, Art. 11(1)(a)(2), as amended by Law
No. 190, Dec. 23, 2014, Art. 1 (20).

744 D. Lgs. No. 446, Dec. 15, 1996, Art. 11 (1)(a).
745 D. Lgs. No. 446, Dec. 15, 1997, Art. 11 (1)(a)(1)–(5).
746 Law No. 199, Dec. 30, 2025, Art. 1 (76)–(77).

lief to corporate taxpayers whose labor costs are the predomi-
nant costs.747 Law No. 111 of August 9, 2023, once again ad-
dressed the gradual abolition of IRAP. Priority has been given
to removing partnerships and entities without legal personality
from IRAP taxation with implementation deadline set for Au-
gust 2026.

While the 2022 Budget Law excluded sole proprietorships
and self-employed professionals from IRAP, certain capital
companies, partnerships, and commercial entities remain sub-
ject to the tax. These taxpayers may still claim a lump-sum de-
duction if their taxable base is below 180,999.91 euros. How-
ever, the impact of these base deductions has been significantly
reduced by the full deductibility of labor costs for employees
on permanent contracts. Additionally, for the 2024–2027 peri-
od, a 120% super-deduction applies to labor costs for new per-
manent hires that increase the net employment level.

The applicable base deductions are:748

Income Brackets (euros) Tax Deduction (euros)

Up to 180,759.91 8,000

180,759.92–180,839.91 6,000

180,839.92–180,919.91 4,000

180,919.92–180,999.91 2,000

Certain capital companies and remaining taxpayers with
a taxable base under 180,999.91 euros may still claim a small
forborne deduction. However, these are largely superseded by
the full deductibility of labor costs for permanent employees.

Although IRAP was not considered a creditable tax for
U.S. foreign tax credit purposes under the 1984 Italy-United
States tax treaty,749 under the 1999 Italy-United States tax
treaty, that portion of IRAP that relates to the taxation of a
taxpayer’s business profits is now covered. (See further at
XIV.C.1., below).750

The IRAP tax return is filed electronically with the Italian
tax agency, which transmits it to the Region or autonomous
province (provincia autonoma) in which the taxpayer has its tax
domicile.

747 Law No. 80, April 7, 2003, Art. 8; D. Lgs. No. 446, Dec. 15, 1997, Art.
11 (4-bis).

748 D. Lgs. No. 446, Dec. 15, 1996, Art. 11 (4-bis), (d); Law No. 289, Dec.
27, 2022, Art. 5 (3).

749 Convention Between the Government of the United States of America
and the Government of the Italian Republic for the Avoidance of Double Tax-
ation with Respect to Taxes on Income and the Prevention of Fraud or Fiscal
Evasion, signed on April 17, 1984 (the “1984 Italy-United States tax treaty”).

750 1999 Italy-United States tax treaty, Arts. 2 and 23.
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V.V. Taxation of Domestic CorporationsTaxation of Domestic Corporations

A. What Is a Domestic Corporation?

1. In General

The main provisions of Italian tax law, which are applica-
ble to individuals, partnerships, and companies, and other pri-
vate and public entities, unless otherwise specified, are gov-
erned by the Consolidated Tax Code (DPR No. 917 of Decem-
ber 22, 1986, Testo Unico or TU), as amended, most important-
ly in 2003. Corporate income tax (imposta sul reddito delle per-
sone giuridiche (IRPEG); as of January 1, 2004, renamed im-
posta sul reddito delle società (IRES)) is governed by Articles
72 through 161 of the TU.

Through to December 31, 2023, corporate taxpayers were
considered resident in Italy for IRES purposes if they were in-
corporated in Italy or if their administrative headquarters or
principal business purpose was located in Italy for the majority
of the tax year. However, as of January 1, 2024, in addition to
incorporation in Italy, corporations that have either (i) their reg-
istered office, (ii) place of effective management, or (iii) place
of day-to-day (ordinary) management for the greater part of the
year in Italy (183 days) will be deemed resident for IRES pur-
poses.751 This amendment is intended to bring Italy’s corporate
tax residency rules in line with international practices and pro-
visions of tax treaties to prevent double taxation.

On November 4, 2024, the Italian Tax Agency issued Cir-
cular No. 20/E, providing guidelines to its local offices to en-
sure uniformity in applying the new criteria for tax residency.
Thus, if any of the criteria at (i) to (iii), above, is met for the
majority of the tax year, the corporation will be considered res-
ident in Italy in that year.

The Circular focuses on mainly providing guidance on
the criteria of what is considered “effective management” and
“day-to-day management”. It also provides definitional context
to “place of effective management” as the place where the co-
ordinated and continuous decisions of managerial content are
taken, specifying that decisions that are merely supervisory or
for monitoring purposes are insufficient to meet this condition.
Importantly, the Circular also noted that due to developments
in technology, the place where business is carried out and the
place where strategic decisions are taken may not coincide.
Since there are no consolidated practices on this matter at the
international level, a case-by-case analysis of the facts of each
situation may need to be carried out.

Also addressed in the Circular is the principal of “day-to-
day management,” stating that it is consistent with the clarifi-
cations provided by paragraph 24.1 of the Commentary on Ar-
ticle 4 of the OECD Model, according to which the place where
the day-to-day management of the business takes place is an el-
ement to resolve the conflict of residence in favor of a contract-
ing State. Thus, this element should be understood to be the
place where the normal functioning of the company and where
the activities relating to its ordinary administration take place.
Noting that an exhaustive list of the activities could not be pro-
duced in abstract, the factors determining day-to-day manage-

751 D. Lgs. No. 209, December 27, 2023, Art. 2 amending TU, Art. 73(3).

ment will vary depending on the business structure, the distinc-
tive activity, and the organization of the corporation. Under the
current law, it is specified that company management is to con-
cern the undertaking as a whole, in order to distinguish the le-
gal person’s country of residence from the place where a per-
manent establishment may be located. The specification of the
characteristics of day-to-day management to determine tax res-
idence in Italy does not preclude the possibility that a company
may have establishments located abroad, as long as the ordi-
nary management activity is carried out mainly in Italy.

As of the fiscal year underway on July 4, 2006,752 a foreign
company has been considered resident in Italy, unless rebutted
by the company, when the company holds, directly or indirect-
ly, a controlling participation in an Italian corporation, as de-
fined in Article 2359 of the Civil Code, where the company ei-
ther:

(i) Is controlled, even indirectly, by a company resident in
Italy; or

(ii) Is managed by a board of directors or other equivalent
executive organ, composed mainly by directors who are
resident in Italy.
This presumption also applies in those instances in which

a nonresident holding company is placed between the holding
resident company and its controlled company.

Total net income of the following types of entity is subject
to IRES: a joint stock company (corporation — Società per
Azioni or SpA); a limited liability company (Società Respons-
abilità Limitata or Srl); a cooperative; a mutual insurance com-
pany; a limited partnership with shares (Società in Accomandi-
ta per Azioni) having its principal place of business or business
purpose in Italy; a trust; and any other entity having as its sole
or principal purpose the pursuit of commercial activities with a
principal place of business or business purpose in Italy. A part-
nership, the income of which is attributed to its individual part-
ners, is not subject to IRES.753 (See IX., below, for a discussion
of personal income taxation of resident individuals.)

Resident companies are subject to corporate income tax
on all income, including income derived abroad. In the case of
noncommercial public and private entities having their princi-
pal place of business or principal purpose in Italy, the corporate
tax is imposed only on income from capital, income from com-
mercial activity, income from land and buildings, and miscel-
laneous income.

2. Tax Rate

As of January 1, 2017, the standard corporate income tax
rate remains 24%.

A reduction of 4% in IRES, bringing the rate down to
20%, is available under the Budget Law of 2025, for corpo-
rations that invest in assets covered under the credits for in-
vestments for the National Industrial Plan (see Capital Expen-
ditures) and Energy-Saving Technology. To qualify for the re-
duced rate:

752 Law No. 248 of Aug. 4, 2006, Art. 35(13–14).
753 TU, Art. 73, as amended by DL July 4, 2006, nº 223 (DL 223/2006),

Art. 35.
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i) At least 80% of the company’s 2024 profits must be
placed in a special reserve; and

ii) A minimum of 24% of that reserve must be invested in
capital assets to be used in production plants in Italy.
Furthermore, the investments must be at least 20,000 euros

and have been made no later than the filing date of the 2025 in-
come tax return.754

Law No. 111 of August 9, 2023, through which the Italian
Parliament approved a set of general principles enabling the re-
form of the Italian tax system, proposed the adoption of a dual
corporate income tax system to help attract investment to Italy
as well as to improve the capitalization of Italian companies. A
reduced IRES rate, which was not specified in the legislation,
will be available for companies that within two years of gener-
ating the income meet the following conditions:

i) A part or all of the company profits is used for qualifying
investments, new employee hires, or providing a perma-
nent profit share plan for employees; and

ii) The profits are not distributed or used for purposes oth-
er than the company’s business activities.

3. Surcharge on Oil and Gas Companies

A tax surcharge enacted by Law No. 133, August 6, 2008
(commonly referred to as the “Robin Tax” or “Robin Hood
Tax”) — declared unconstitutional on February 11, 2015, with-
out retroactive effect755 — was levied on companies operating in
the oil, gas and energy production sector at a rate of 5%. It was
first increased to 6.5% and then to 10.5% for the three account-
ing periods following that in progress on December 31, 2011.
The extent of the surcharge was also broadened, both with re-
spect to company earnings and the types of companies subject
to the surcharge, to include, for example, mid-range companies
operating in the sectors covered. Thus, companies with a gross
turnover in excess of 3 million euros and taxable profits ex-
ceeding 300 million euros were subject to the Robin Tax (it had
originally only applied to companies with a turnover of 25 mil-
lion euros and then to companies with a turnover of 10 million
euros and taxable profits of 1 million euros).756 Companies that
transmitted and delivered electricity, transported or distributed
natural gas, and companies that generated biomass, photovolta-
ic and wind electricity were also covered.757 The surcharge is no
longer applicable with effect from February 11, 2015.

4. Windfall Tax on Banks

In 2023, Italy took steps to selectively tax excess profits;
this time in relation to the banking sector. Decree No. 104758 in-

754 Law No. 207, Dec. 30, 2024, Art.1 (436).
755 Const. Court, Case No. 10, Feb. 11, 2015.
756 DL No. 69, June 21, 2013, Art. 5, as converted by Law No. 98, Aug. 9,

2013.
757 DL No. 138, Aug. 13, 2011, Art. 7.
758 DL No. 104, Aug 10, 2023, Art. 26 as converted by Law No. 136, Oct.

9, 2023.

troduced an extraordinary tax (known as a windfall tax) on Ital-
ian banks, including Italian branches of foreign banks. The tax
rate was 40% applicable on the increased interest margin real-
ized by banks during the tax year 2023 in relation to the tax
year 2021 with a floor of 10% (regardless of the amount real-
ized in fiscal year 2022).

The amount of the windfall tax could not exceed 0.26% of
the total amount of the risk-weighted assets determined at the
closing date of the financial year preceding the year pending as
of January 1, 2023 (generally, tax year 2022).

The windfall tax was to be paid within the sixth months
following the end of the tax year prior to the fiscal year ending
on January 1, 2024 (for most banks this would be June 30).
For those banks that approved their financial statements after
the end of the fourth month following the end of their reporting
year, payment was to be made by the end of the month follow-
ing the one in which the financial statements are approved. For
banks — with a financial year that was not aligned with the cal-
endar year — payment must be made by no later than January
31, 2024.

This windfall profits tax could not be deducted from IRES
or IRAP. Banks could choose to transfer two and a half times
the amount of windfall tax due to one of their non-distributable
reserves instead of paying the tax. Banks were expressly pro-
hibited by the law from passing the cost of the tax onto their
customers. The Antitrust Authority was empowered to super-
vise the compliance of the banks with this prohibition.

The 2026 Budget Bill transitioned Italy’s banking tax pol-
icy from a one-off extra-profits tax to a series of recurring mea-
sures aimed at long-term revenue and unlocking of previous re-
serves. Banks that avoided the 2023 windfall tax by creating
non-distributable reserves may now unlock these funds for dis-
tribution to shareholders. However, in order to release these re-
serves, banks must pay a substitute tax of 27.5% on the reserve
amount existing as of December 31, 2025, or 33% for those ex-
isting as of December 31, 2026. As of tax year 2029, any prof-
it distribution will be legally presumed to be drawn first from
these windfall tax reserves, triggering the original tax (plus in-
terest) unless the substitute tax has been paid.

The IRAP rate for banks and financial intermediaries has
been increased by two percentage points for the 2026, 2027,
and 2028 tax periods. For most banks, this effectively raises the
rate from 4.65% to 6.65%.

New tax liabilities arising from these deferrals can gener-
ally be settled in four equal annual installments starting from
the 2025 tax return cycle.759

The following is a comparative table that shows the cash
impact between the original tax and the unlocking option intro-
duced by the 2026 Budget Law. Assume that the bank calculat-
ed a theoretical extraordinary tax of 100 million euros in 2023:

759 Law No. 199, Dec. 30, 2025, Art. 1 (68)–(73).
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Feature Original Levy
Due in 2024

Substitute Tax
Option 2025

Substitute Tax
Option 2026

Tax
Rate

40% (on inter-
est margin)

27.5% (on the
reserve)

33% (on the re-
serve)

Tax
Base

Increased inter-
est margin

Allocated re-
serve (2.5x)

Allocated re-
serve (2.5x)

Total
Cash
Outflow

100 million eu-
ros

68.75 million
euros

82.5 million
euros

Payment
Timing

By June 2024
(one-off)

Annual install-
ments (4x)

Annual install-
ments (4x)

Reserve
Status

N/A (taxes paid
immediately)

Distributable to
shareholders

Distributable to
shareholders

Fiscal
Benefit

None 31.25% savings 17.5% savings

To avoid the immediate 40% payment, the majority of Ital-
ian banks chose to allocate funds to reserves in 2024. As the
table above illustrates, the 27.5% option is the most advan-
tageous scenario, allowing banks to free up capital for divi-
dends with a significantly lower outlay than the original tax.
While the original 40% levy immediately reduced net equity,
the substitute tax allows banks to manage cash outflows over
four years, smoothing the impact on regulatory capital ratios.
Waiting until 2026 to unlock the reserve triggers a rate increase
from 27.5% to 33%. This provides a strong incentive for insti-
tutions to settle their tax positions by the end of 2025.

5. Surcharge on Financial Institutions

The 2016 Stability Law levied an IRES surcharge on cred-
it and financial institutions of 3.5%. Such institutions include
banks, real estate investment trust management companies,
holding companies of banking groups, members of the banking
association, securities intermediation companies, financial in-
termediation companies, payment institutions, and financial
holding companies.760 Further, the tax deduction for interest ex-
penses incurred by insurance companies and holding compa-
nies of insurance groups is limited to 96% of such expenses
as of January 1, 2017.761 The Budget Bill of 2026 introduced a
temporary limitation on the deductibility of interest expense for
banks, financial companies and other intermediaries (exclud-
ing insurance companies, insurance group holding companies,
asset management companies (SGRs) and securities brokerage
firms (SIMs)), as follows:

Year Percentage of Deductibility

2026 96%
2027 97%
2028 98%
2029 99%
2030 and onwards 100%

760 Law No. 208, of Dec. 28, 2015, Art. 1 (65)–(69).
761 Id. at Art. 1(67).

These limitations are not taken into account when calcu-
lating advance payments.762

6. Municipal Property Tax

Companies are also subject to the municipal property tax
IMU levied at a rate of 0.46% to 1.06% of cadastral value. (See
IV.F.1., above.) The rate is determined by the municipality in
which the property is located, as is the regional tax on pro-
ductive activities IRAP. (See IV.S., above.). The tax basis for
IRAP purposes is the value added to a product or service in the
region concerned. The tax rate for corporations begins at 3.9%,
which a region may choose to increase by up to an additional
0.92%, leading to a maximum allowable rate of 4.82%.763

B. Accounting

1. In General

With the implementation of the EC Fourth Directive 349/
83, which required amendment of Italy’s Civil Code sections764

containing the norms binding the board of directors in drawing
up the annual accounts, Italy’s corporate accounting was
brought into line with EU standards.

The “civilistic”765 accounts of companies are the only of-
ficial accounts. These accounts are used in the tax return, with
a schedule showing the adjustments made for purposes of de-
termining taxable income. Thus, for example, the depreciation
rules of the TU, to the extent they are in conflict with the rules
of the Civil Code, are shown separately as tax return adjust-
ments. Legislative Decree No. 6 of January 17, 2003, prohibits
reference being made in balance sheets to tax norms.

The mechanism of deducting for tax purposes items not
accounted for and included in the balance sheet (deduzioni ex-
tracontabili) was eliminated by the 2008 Finance Act. The re-
peal was effective for tax periods following that underway as
of December 31, 2007.

The accounting profession in Italy has issued and contin-
ues to issue statements of generally accepted accounting prin-
ciples.

2. Accounting Periods

Individuals and non-corporate entities are required to re-
port for tax purposes on a calendar year basis.766 Corporate en-
tities may use a fiscal year that does not coincide with the cal-
endar year if this is provided for in their articles of incorpora-
tion.767

762 Law No. 199, Dec. 30, 2025, Art. 1 (133)–(136).
763 Law No. 662, Dec. 23, 1996, Art. 3(143) et seq., as amended by Law

No. 448, Dec. 23, 1998, and Law No. 244, Dec. 24, 2007; D. Lgs. No. 446,
Sept. 2, 1997, Art. 16 (3).

764 CC, Arts. 2423, 2423 bis, 2423 ter, 2424, and 2425.
765 Historically, the tax law and the Civil Code in Italy often imposed di-

vergent obligations on corporate taxpayers. Over time, the tax law has been re-
vised with the intention of harmonizing its provisions with the general account-
ing concepts embodied in the Civil Code, which has resulted in the adoption of
“civilistic” accounts. Some differences, nonetheless, remain (e.g., there is no
recognition in the tax law of inventory write-offs, as permitted under the Civil
Code).

766 TU, Art. 7.
767 TU, Art. 76.
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3. Accounting Methods

Individuals and non-corporate entities use the cash basis
method of accounting, except with regards to business income,
for which the accrual method of accounting is used. Other tax-
payers must use the accrual method.

4. Inventories

Inventories are valued at cost, including directly attribut-
able expenses, but excluding interest and overhead. A system
of pricing inventories that is basically a modified last-in first-
out (LIFO) method is specified.768

In the tax period in which they are acquired, inventory
items are valued by dividing the total cost of goods purchased
in the period by their quantity. Thereafter, increases in quantity
must be indicated as separate items in the tax period in which
the items are acquired. Decreases in quantity must be charged
against increases that occurred in prior tax periods, beginning
with the most recent.

If the unit value so determined is higher than the normal
value in the last month of the tax period, valuation may be ar-
rived at by multiplying the quantity of goods, independently of
the period, by this normal value (market value).

Companies may elect to use alternate methods of invento-
ry pricing. Other than LIFO, any acceptable basis will produce,
in times of rising prices, a higher taxable profit and should be
acceptable to the fiscal authorities. A taxpayer must follow the
chosen method in subsequent years, until another method of
valuation is selected. The taxpayer must notify the tax office of
any change in method and the change will become effective at
the beginning of the next tax period. A taxpayer must follow
the chosen method in subsequent years, until another method of
valuation is selected. The Civil Code requires inventories to be
stated at the lower of cost or market value.

Companies in the oil and gas sector are required to use the
first-in first-out (FIFO) method to value inventories rather than
the more commonly used LIFO method.769 Capital gains gen-
erated by the use of the FIFO method are not subject to IRES
during the first tax period, but are instead subject to a 16% sub-
stitute tax.770

5. Consolidated Groups

Two types of consolidated tax returns were introduced by
Legislative Decree No. 344/2003:

(i) The national consolidated return;771 and

(ii) Worldwide tax consolidation.772

a. National Tax Consolidation

A controlling corporation and any controlled corporation
(as defined in Article 2359(1) of the Civil Code) may jointly

768 TU, Arts. 92–93.
769 DL No. 112, June 25, 2008, Art. 81(19), amending TU, Art. 92; Art.

92-bis.
770 DL No. 112, Art. 81(20); Art. 92-bis; D. Lgs. No. 38, February 28, 2005,

Art. 13 (4).
771 TU, Arts. 117–129.
772 TU, Arts. 130–142.

opt to be taxed as a group. The following requirements must be
met:

(i) The controlling corporation can be resident in Italy, an
EU country, or a country with a tax treaty with Italy that
provides for exchange of information, that has a business
activity through a permanent establishment (PE) in Italy; if
it does not have a PE in Italy it must be resident in an EU
country or a country in the European Economic Area that
has an exchange of information agreement with Italy;773

(ii) All corporations involved must have the same tax peri-
od;

(iii) The option must be jointly exercised by each corpora-
tion involved and communicated to the Tax Agency with
the tax return that is filed in the year that the option is to
begin; and

(iv) Each corporation must elect domicile with the con-
trolling corporation for purposes of any assessments or the
levying of sanctions.
With respect to determining whether the necessary ele-

ment of control exists, Article 120 of the TU provides that cor-
porations in whose capital or balance sheet profit another cor-
poration has a direct or indirect participation of more than 50%
are deemed to be controlled by that other corporation.

A group is taxed based on a consolidated tax return pre-
pared by the controlling corporation, which declares the total
accumulated revenue from the sum of the net income of the
controlled corporations.

The following adjustments are also provided:

(i) A type of “reimbursement” for a corporation that trans-
fers tax losses it is unable to use to a controlling company;
however, tax losses from tax periods prior to that in which
the option to consolidate is exercised can be used only by
the company that generated the losses;

(ii) IRES carryforwards acquired before consolidation by
the controlled company may be transferred to the control-
ling company. IRES carryforwards acquired after consoli-
dation are to be used only by the controlling company; and

(iii) An obligation to adjust the taxable income of the
group corporations in the event that a group member de-
values its shareholdings.
Once exercised, the option to file a consolidated return

cannot be revoked for a period of three years, unless the re-
quired control element ceases to exist. Should that occur, losses
can be attributed to the controlling company or proportionally
among the companies that produced the losses and for which
the required control element has ceased to exist, or to the com-
pany or companies that produced the loss. If there were intra-
group transfers under the tax neutrality regime prior to its re-
peal,774 the income of the controlling corporation must be ad-
justed to take into account any remaining difference between
the book value of assets that were transferred under the tax neu-
trality regime and the value recognized for tax purposes. A later

773 TU, Art. 117.
774 The tax neutrality regime was repealed for intragroup transfers effected

on or after January 1, 2008.

V.B.3.V.B.3. Detailed AnalysisDetailed Analysis

A - 92 10/01/2026 © 2026 Bloomberg Industry Group, Inc., Arlington, VA
ISBN 978-1-63359-299-5 7190



decree determined the means of allocating any group losses not
fully offset and other operational details.775

At the end of the three-year period, the option is automati-
cally renewed, unless it is specifically revoked.

b. Worldwide Consolidation

The law also provided that a resident controlling corpo-
ration can opt to include proportionally, in its own tax base,
the income earned by all its nonresident controlled corpora-
tions. The option, which cannot be revoked for a period of five
years, may be exercised by corporations whose shares are trad-
ed on regulated stock exchanges, or that are controlled by the
state or other public entities, or by individuals. Corporations
that had previously exercised the consolidation option with ef-
fect through the tax year ending on December 31, 2016, could
renew the option for at least three additional years if renewal
was expressly requested; for tax years ending after December
31, 2016, the renewal is automatic for three additional years.

A controlling corporation that opts for worldwide consoli-
dation cannot also opt for national consolidation.

With respect to determining whether the requisite control
element exists, Article 133 of the TU provides that corporations
in whose capital or balance sheet profit another corporation has
a direct or indirect participation of more than 50% are deemed
to be controlled by that other corporation.

For the option for worldwide consolidation to be exer-
cised, the following conditions must also be met:

(i) All nonresident controlled corporations must be includ-
ed;

(ii) The tax periods of the corporations involved must be
identical, unless this is not permitted by local legislation;
and

(iii) The balance sheets of the companies involved must be
audited.
During the first tax year, the controlling corporation ap-

plies to the Tax Agency to verify the existence of the prerequi-
sites for consolidation.

The taxable income of each controlled foreign company
must be recalculated by the controlling corporation in accor-
dance with Italian tax rules, but excluding certain costs, such
as sums paid under financial leases, the reimbursement of em-
ployee expenses, and compensation paid to directors (i.e., such
costs are simply not taken into account).

c. Consolidated Accounts

Consolidated accounts are required for groups that in two
successive tax years exceed: 20 million euros in assets; 40 mil-
lion euros in revenue; and have an average of 250 employees.776

Tax credits may be transferred within a group if a 50%
common shareholding exists.777

775 DM, June 9, 2004.
776 D. Lgs. No. 127, April 9, 1991, Arts. 25 and 27, as amended by D. Lgs.

No. 39, Aug. 18, 2015.
777 DPR 602, Sept. 29, 1973, as amended by Law No. 549, Dec. 28, 1995,

Art. 43 ter.

6. Transparent Taxation

a. In General

A resident corporation may opt for “transparent taxation,”
which permits the corporation’s income to be taxed on a pass-
through basis to its corporate shareholders, regardless of
whether the corporation’s profits are distributed as dividends.778

The option is available for a period of three years. For options
expiring on December 31, 2016, the option had to be expressly
renewed; options expiring after that date are automatically re-
newed.

The requirements for exercising the transparency option
are that the shareholding company and the subsidiary must both
be capital companies and the shareholding company’s right to
vote in shareholders’ meetings and its percentage of participa-
tion in the profits of the subsidiary company may not be less
than 10% or more than 50%.

These requirements must be met as of the first day of the
tax period in which the corporation exercises its option and
must remain in place without interruption for the entire period
of the transparency regime (three years).

The transparent taxation option may not be exercised if the
subsidiary has issued alternative equity instruments that do not
carry a right to vote in shareholders’ meetings or has elected for
national or worldwide consolidation.

The transparency regime also operates where the corpora-
tion produces a tax loss, the loss being attributed to the share-
holders in proportion to their participation and up to the limit
of their share of the net worth of the corporation. Shareholders
may use any loss allocated to them up to the amount of their
total income and may carry any excess forward to subsequent
fiscal years in accordance with the ordinary rules.

The shareholders’ tax losses from tax periods preceding
transparent taxation may not be used to offset their share of the
subsidiary’s income after transparent taxation commences.

The transparency option is also available if the sharehold-
ers of the Italian corporation concerned are corporations resid-
ing in one of the EU Member States that own at least 25% of
the capital of the Italian corporation for a period of more than
one year.

Under transparent taxation, the attribution of income is
made in the tax period of the participating corporations that is
in progress on the date of the close of the fiscal year of the
subsidiary corporation. Provisional withholding taxes applied
to the income of the subsidiary corporation, tax credits and par-
tial payments of tax are subtracted from the taxes due from the
corporate shareholders in proportion to their share of the profits
of the subsidiary corporation.

b. Comparison of Ordinary and Transparent Taxation

Assume that the shareholders of Alpha Corporation are
Beta Corporation (50%), Gamma Corporation (40%), and
Omega Corporation (10%).

778 TU, Art. 115.
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ALPHAALPHA OrdinaryOrdinary
TaxationTaxation

TransparentTransparent
TaxationTaxation

Corporate income 100,000 100,000

IRES (24%) 24,000 0

Net profit 76,000 100,000

Profit to BETA 38,000 50,000

Profit to GAMMA 30,400 40,000

Profit to OMEGA 7,600 10,000

BETABETA OrdinaryOrdinary
TaxationTaxation

TransparentTransparent
TaxationTaxation

Dividend or taxable in-
come

1,900

(38,000 × 5%)

50,000

Gross income 1,900 50,000

Taxable income 1,900 50,000

IRES — (24%) 456 12,000

GAMMAGAMMA OrdinaryOrdinary
TaxationTaxation

TransparentTransparent
TaxationTaxation

Dividend or taxable in-
come

1,520

(30,400 × 5%)

40,000

Gross income 1,520 40,000

Taxable income 1,520 40,000

IRES — (24%) 364.80 9,600

OMEGAOMEGA OrdinaryOrdinary
TaxationTaxation

TransparentTransparent
TaxationTaxation

Dividend or taxable in-
come

380

(7,600 × 5%)

10,000

Gross income 380 10,000

Taxable income 380 10,000

IRES — (24%) 91.20 2,400

Total taxation 24,912.00

(24,000 + 456 +
364.80 + 91.20)

24,000

(0 + 12,000 +
9,600 + 2,400)

Total taxation 24.9% 24%

The double taxation that arises from the taxation of the
dividend under ordinary taxation, leads inevitably to a slightly
higher tax burden than that under transparent taxation, which

does not provide for any further taxation in the event that a div-
idend is actually distributed.

c. Transparent Taxation in the Case of a Limited
Liability Company

Pursuant to Article 116 of the TU, a società a responsibilità
limitata (Srl) may opt for transparent taxation if its turnover is
not in excess of 5,164,570 euros and it has no more than 10 in-
dividual quotaholders, or 20 quotaholders if it is a cooperative.
The duration of the option and the limit on the imputation of
losses are the same as indicated in a., above, in relation to IRES
taxpayers.

7. Reserves

Only allocations to reserves set up to cover an ascertain-
able reduction in the value of assets, such as depreciation, or
to meet definite liabilities, such as service termination indemni-
ties, are allowable as deductions in computing taxable income.
Italy has passed several provisions over the years to allow busi-
nesses to revalue their reserves. The Budget Bill of 2016 had
provided that, with the exception of assets of their own pro-
duction, or where the exchange of assets is the business of the
company, businesses could revalue all their assets and share-
holdings carried on the balance sheet as of December 31, 2015,
upon payment of a withholding tax of 16% on depreciable as-
sets and 12% on non-depreciable assets, as well as payment of
IRAP.779 The tax values of these assets may be realigned to the
values in the balance sheet. Companies with a calendar year
had time until December 31, 2016, to carry out the revaluation;
companies that do not have a calendar year tax year, and that
had approved their annual accounts before the decree was pub-
lished, could revalue their assets by the closing of their next tax
year. For example, a company that closed its year on June 30,
2016, had until June 30, 2017, to carry out the revaluation. The
depreciation of the revalued assets was taken into account be-
ginning with the company’s 2018 tax year.

Pursuant to the 2020 Budget Law, businesses were al-
lowed to revalue their assets by the close of the 2019 tax year
with respect to all assets, both tangible and intangible, carried
in their accounts as at December 31, 2018, upon payment of a
withholding tax of 12% on depreciable assets and 10% on non-
depreciable assets, as well as payment of IRAP.780 This revalu-
ation was extended to assets carried in business accounts as at
December 31, 2019. For companies that wanted the revaluation
to apply for tax and book purposes, an additional 3% withhold-
ing applied; whereas if the revaluation applied only for book
purposes, a withholding of 10% applied.781

The 2025 Budget Law introduced, as a permanent mea-
sure, the option for taxpayers to step up the value of their assets
(both listed and unlisted) and land holdings (both agricultural
land and land zoned for construction) held as on January 1 of
each tax year through the payment of a substitute flat withhold-
ing tax of 18%.

The 2026 Budget Bill increased the withholding tax from
18% to 21% for both listed and unlisted assets for revaluations

779 Law No. 232, Dec. 11, 2016, Art. 1 (559), (561); Law No. 311, Dec. 30,
2004, Art. 1(475), (477), (478).

780 Law No. 160, Dec. 27, 2019, Art. 1.
781 Law No. 178, Dec. 30, 2020, Art. (83).
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made between January 1, 2026 through November 30, 2026,
while the withholding tax on land assets remains at 18%.782 The
revaluation for unlisted assets requires a professional appraisal.

This substitute tax is levied on the fair market value of the
asset or land as of January 1 of the tax year and a revaluation
deadline of November 30. By the latter date, a qualified profes-
sional must have prepared a certified appraisal for the unlisted
shares or land. For listed shares, the fair market value can be
used.

The substitute tax may either be paid in full by November
30 of the step-up year or by three annual installments beginning
November 30 of the step-up year. The second and third install-
ments will be subject to 3% annual interest.

The balance resulting from the revaluation is either placed
in a special revaluation reserve, or used to increase capital.
Stock dividends, bonus shares or increases in the par value of
shares resulting from such capital increases, and distributed to
shareholders, are not subject to tax in the hands of the share-
holders. The amount of cash distributions made and charged to
the special reserve becomes taxable in the hands of both the
company and the shareholders.

The revaluation creates a category of reserve with sepa-
rate, complex rules for eliminating or mitigating taxation of the
reserve. The revaluation creates a category of reserves subject
to specific rules for mitigating taxation. Specifically, the 2026
Budget Law has renewed the option to free revaluation sur-
pluses and tax-deferred reserves that were recorded in finan-
cial statements for the tax year ending December 31, 2024 and
which remained outstanding as of December 31, 2025.

The tax-deferred status is removed by paying a 10% sub-
stitute tax in lieu of IRES and IRAP. Once the substitute tax
is paid, these reserves lose their tax-deferred status and may
be distributed to shareholders or used for other purposes with-
out the company incurring further corporate taxation at the time
of distribution. The option must be exercised in the tax return
for the 2025 tax year filed in 2026 and the tax paid in four
equal annual installments. Additionally, any original substitute
tax credits related to the revaluation that initially created the re-
serve may no longer be applied once the reserve is freed.783

It should be noted that the payment of this tax does not
eliminate existing civil law restrictions on distributing these re-
serves; it only addresses their tax status. This means that even
if the tax is paid, the Italian Civil Code (specifically Article
2426 and laws governing capital protection) may still prevent
the company from distributing the cash to shareholders. For ex-
ample:

i. Under Italian civil law certain revaluation reserves can
only be used to cover business losses. If the company has
existing losses, it cannot distribute the freed reserve until
those losses are covered or the reserve is replenished.

ii. If the reserve was used to increase the company’s cap-
ital, it cannot be distributed unless the company follows
the formal capital reduction procedures, which include a
90-days waiting period for creditors to object.784

782 Law No. 199, Dec. 30, 2025, Art. 1 (144).
783 Law No. 199, Dec. 30, 2025, Art. 1 (44).
784 Civil Code, Art. 2445.

iii. If the revaluation was based on an increase in the value
of an asset, under Italian Civil Law, it is often viewed as
a paper profit. To prevent companies from draining cash
they do not have, the law may restrict distributing these
gains until the asset is sold.
Thus, before freeing reserves for distribution, a company

must first ensure that it satisfies the solvency and capital main-
tenance requirements of the Italian Civil Code.

8. Asset Assignment and Sales of Assets to
Shareholders

The Budget Bill of 2026 provided that companies which
between October 1, 2016 and September 30, 2017 assigned
or ceded to shareholders non-instrumental operating assets or
goods could do so with payment of an 8% substitute tax in
lieu of IRES and IRAP, without the transfer being considered
income to the company.785 The 2026 Budget Bill has re-intro-
duced this possibility for non-instrumental assets (such as re-
al estate not used directly for business or registered movable
property such as vehicles not used for business) with an 8%
substitute tax in the capital gains (the difference between fair
market value and tax-recognized cost) to be paid in lieu of
IRES and IRAP. The substitute tax increases to 10.5% for dor-
mant companies. A 13% substitute tax to free any tax-suspend-
ed reserves is cancelled as a result of the assignment; 60% of
the substitute tax must be paid September 30, 2026, and the re-
maining 40% by November 30, 2026. The assignment or sale
must be executed by September 30, 2026.786

C. Calculation of Net Income

1. Capital Gains

There is no separate capital gains taxation of companies in
Italy, except as provided for by Article 87 of the TU with re-
spect to the participation exemption. All income and loss is or-
dinary income and loss for purposes of IRES.

Starting with the first tax period beginning after January
1, 2004, the system known as the “participation exemption”
applies in Italy. As originally enacted, the system provided a
100% tax exemption. However, as of January 1, 2008, the ex-
emption was fixed, subject to specified conditions, at 95%787 of
profits realized or losses or devaluations suffered, as a conse-
quence of the transfer of a shareholding. While the 2026 Bud-
get Law briefly introduced minimum ownership thresholds of
5% or a value threshold of at least 500,000 euros for this ex-
emption, Decree Law No. 38 of March 27, 2026 (effective
March 28, 2026) repealed those restrictions, restoring the stan-
dard regime. This means that the exemption applies regardless
of the size or value of the participation, provided the historical
qualitative requirements (holding period, accounting classifica-
tion, residence, and commercial activity) are met.

The system of exemption of profits (or the disregarding of
losses and devaluations, if any) is conditioned on meeting the
following requirements:

785 Law No. 232, Dec. 11, 2016, Art. 1 (565)–(566).
786 Law No. 199, Dec. 30, 2026, Art. 1 (35)–(41).
787 DL No. 203 of Sept. 30, 2005, Art. 5, as converted into permanent law

with amendments by Law No. 248 of Dec. 2, 2005, and Law 244/2007, Art. 1
(339)(i); TU, Art. 87(1).
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(i) Uninterrupted possession for a period of 12 months788

prior to the transfer of the shareholding, the shares and
quotas most recently acquired being deemed to be trans-
ferred first (LIFO method);

(ii) The listing of such shareholdings among the financial
assets on the first balance sheet drawn up during the period
of possession;789

(iii) The subsidiary corporation in which the shareholding
is owned not having its fiscal residence in a country with a
“privileged tax system;”790 and

(iv) The subsidiary undertaking a commercial activity. The
participation exemption is not available if the assets of the
subsidiary consist predominantly of real property, except
real property that is built or sold as the main activity of the
enterprise, or plant and structures directly used in the ex-
ercise of the activity of the enterprise.
The requirements set out above at (iii) and (iv) must be met

without interruption, at least from the beginning of the third tax
period before the transfer.791

Gains on the sale of cryptocurrencies should be included
in the taxable base for Italian corporate income tax purposes.
As of January 1, 2026, the tax rate on capital gains from crypto-
assets has increased to 33% (though a reduced 26% rate re-
mains applicable to Euro-pegged stablecoins/EMTs compliant
with MiCA regulations). The previous tax-exempt threshold
of 2,000 euros has been abolished. Tax losses may be offset
against gains realized in the tax year. Unused losses can be car-
ried forward for a maximum of four subsequent tax years and
can be offset against gains of future years. (See IV.Q., above.)

The 2024 Budget Law amended the domestic participation
exemption to encompass a nonresident company that does not
have a permanent establishment (PE) in Italy, is resident in an
EU Member State or an EEA country that allows an adequate
exchange of information, and is subject to corporate income tax
in its country of residence.792 On July 29, 2024 the Italian Tax
Agency issued Circular 17/E, which provides guidelines on the
newly-revised tax regime applying to capital gains on qualified
shareholdings. The new regime standardizes the taxation treat-
ment of capital gains, which had hitherto applied only to resi-
dent entities, by making the tax treatment applying to the non-
resident companies referred to above the same as that applying

788 However, the disregarding of losses for tax purposes applies in the case
of uninterrupted possession for a period of 12 months, pursuant to Law 244/
2007.

789 As to shareholdings already owned at the time the new tax code entered
into force, condition (ii) was deemed to have been met if the financial assets
were listed in the balance sheet relating to the second tax period prior to that in
which the provisions were to be applied for the first time.

790 A country with a “privileged tax system” is a country where the nominal
level of taxation is less than 50% of that applied in Italy. TU, Art. 167 (4); see
also Circular 35/E, Aug. 4, 2016.

791 Until 2014, capital gains derived from the sale of holdings held for a pe-
riod of at least three years in a company that was in existence for no more than
seven tax periods were not taxable, provided that, within two years of the real-
ization of the gain, it was reinvested in other companies operating in the same
sector that have been in existence for no more than three years. DL No. 112,
June 25, 2008, Art. 3(1); this provision was repealed by Law No. 147, Dec. 27,
2013; Art. 1 (583) (e).

792 Law No. 213, Dec. 30, 2023, Art. 1 (64), amending TU, Art. 68.

to resident companies, thus ensuring compliance with obliga-
tions arising from EU law.

Capital gains arising from the sale of qualified participa-
tions subject to tax in Italy and realized by a company or com-
mercial entity without a PE in Italy but resident in an EU or
EEA Member State and subject to corporate income tax in that
State will be subject to this special tax regime, which grants a
95% exemption provided the company/entity fulfills the same
conditions as those that resident companies must fulfill to ben-
efit from the participation exemption system described above
(see also VI., below).

2. Dividends

a. In General

Beginning January 1, 2004, a system of partial taxation
was adopted, eliminating the previous tax credit mechanism.793

The effect on the recipient of a dividend was that of partial dou-
ble economic taxation of the portion of income subjected to tax
both at the time of its production by the corporation and again
at the time of receipt by the shareholder.

Profits distributed — in any form and under any name —
to their shareholders by corporations or entities resident in Italy
are included in the recipient’s taxable income in an amount
equal to 5% of the dividend distributed.794 This rule applies
without regard to the type of participation held (i.e., whether
qualified or nonqualified). Taxpayers who have opted for trans-
parent taxation or for a consolidated tax return are excluded
from this system.

The rule covers all transfers of profits by a corporation to
its shareholders, including, for example, the sums or the normal
value of assets received by shareholders on withdrawal or re-
duction for excess capital, or on liquidation. These are all con-
sidered profits to the extent they exceed the price paid for the
purchase of the shares or quotas annulled. This also applies to
profits deriving from a participation agreement in the event that
the shareholder has provided only capital.

With effect from the tax year beginning January 1, 2021,
only 50% of dividends received by non-commercial entities
resident in Italy that carry on activities related to the education
and training of young people, crime prevention scientific re-

793 Prior to January 1, 2004, Italian tax law eliminated the double taxation
of dividends for resident taxpayers by allowing them a tax credit on dividends
received. The formula for calculating the tax credit also provided an unwarrant-
ed tax credit if the dividends received had not been fully taxed at the corporate
level. To prevent this, an “equalization tax” was used as an offset against dis-
tributions out of income not subject to full taxation prior to distribution. The
equalization tax was paid by a corporation on any distribution amounting to
more than 64% of its net income inclusive of any loss carryforwards from pre-
vious years, in an amount equal to 56.25% of the excess. This was repealed ef-
fective January 1, 1998. Thereafter, a 56.25% tax credit (reduced to 51.51% for
dividends distributed after September 30, 2003, but on or before December 31,
2003) was fully recognized only to the extent that IRPEG (corporate income
tax at the time) was actually paid or reported on a return prior to distribution. In
certain specified cases, a limited tax credit was available to shareholders even
when the dividends were not subject to taxation at the corporate level, so that
the shareholder would enjoy the same benefit with respect to the income as the
company. Any unused portion of the imputation tax credit could be carried for-
ward or refunded.

794 TU, Art. 89 (2), as amended by DL No. 223/2006, as converted with
amendments by Law No. 248 of August 4, 2006.
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search, environmental protection or activities in the arts are
subject to taxation.795

In a July 2024 private letter ruling,796 the Italian Tax
Agency confirmed, and provided some clarity on, the applica-
tion of the exemption regime introduced in the 2021 Budget
Law797 to Italian-source dividends and capital gains arising
from the sale of qualified shareholdings by foreign investment
funds that satisfy certain criteria.

The 2021 Budget law provided that, with effect from Janu-
ary 1, 2021, dividends and capital gains derived by certain for-
eign EU/EEA UCITs funds would not be subject to Italian tax-
ation by way of either withholding or substitute tax. Specifi-
cally, this applies to a collective investment vehicle established
in an EU or EEA Member State that permits an adequate ex-
change of information where:

(i) The fund is in compliance with the provisions of Di-
rective 2009/65/EC of the European Parliament and of the
Council of July 13, 2009 on collective investment under-
takings; or

(ii) If the fund is not in compliance with the provisions of
Directive 2009/65/EC, the fund manager is subject to su-
pervision in the country in which the fund is established
in accordance with Directive 2011/61/EU of the European
Parliament and of the Council of June 8, 2011 (the “AIFM
Directive”).
This measure was introduced to remove differences in

treatment between investment funds governed by Italian law
and those governed by foreign law, in light of the provisions
of Article 63 of the Treaty on the Functioning of the European
Union (TFEU) regarding the free movement of capital, which
prohibits all restrictions on the movement of capital between
EU Member States, as well as between Member States and
third countries, subject to the possibility of derogation allowed
by Article 65 of the TFEU.

The Tax Agency has made it clear that the exemption for
dividends paid with respect to, and capital gains from the sale
of, qualified shareholdings available to Italian collective in-
vestment vehicles applies to foreign UCITs (other than real es-
tate funds) that are:

(i) Established in an EU or EEA Member State that allows
an adequate exchange of information.

(ii) Are either UCITS-compliant, or if not UCITS-compli-
ant, have a fund manager who is subject to supervision in
the country in which the fund is established in accordance
with the AIFM Directive.
The Tax Agency also made it clear that, although the

above regulatory requirements must be met, there is no require-
ment as to the legal form or tax status of such funds in the coun-
tries in which they are established.

Further, it noted that the AIFM Directive had introduced
measures designed to create a European internal market for al-
ternative investment fund managers (AIFMs) by establishing
a harmonized framework for the regulation of the authoriza-

795 Law No. 178, December 30, 2020, Art. 1 (44)–(47); See also TU, Art.
173.

796 Private letter ruling No. 148/2024 published on July 11, 2024.
797 Law No. 178, December 30, 2020 Art. 1 (633).

tion, operation and transparency of all AIFMs that manage and/
or market alternative investment funds. Thus, the AIFM Di-
rective, like the UCITS Directive, ensures EU-wide recogni-
tion of each EU Member State’s authorization and superviso-
ry systems. For a harmonized UCITS or alternative investment
fund to be established and managed in a Member State, it is
sufficient for the home Member State of the fund manager to
grant authorization and exercise supervision. The AIFM Direc-
tive does not regulate alternative investment funds, which con-
tinue to be regulated and supervised domestically under the law
of the state in which they are established.

Thus, as a rule, in the case of a non-UCITS-compliant col-
lective investment vehicle, the tax exemption regime for divi-
dends and capital gains will apply where the investment under-
taking can qualify as an alternative investment fund under the
law of the EU or EEA Member State in which it is established
and is managed by an AIFM subject to supervision under the
AIFM Directive.

b. Foreign-Source Dividends

The exemption for dividends distributed by nonresident
corporations to resident corporations is 95%, if the following
conditions are met:

(i) The dividends are derived from a type of participation
similar to the shares or quotas of an Italian company. This
condition is deemed to be met where the payments, if
made by a resident corporation, would be nondeductible
from its total revenue under Article 109(9) of the TU; and

(ii) The dividends are not derived from a corporation resi-
dent in a state or territory that has a privileged tax system,
unless there has been a favorable ruling in relation to that
foreign corporation, in which it was demonstrated that the
participation was not for purposes of placing the income
in a country with a privileged tax system and thus the con-
trolled foreign corporation (CFC) rules would not be ap-
plicable. (See O., below, for a discussion of transactions
involving residents of tax haven jurisdictions.)
Following the enactment of Decree Law No. 38 of March

27, 2026, the quantitative thresholds initially set for 2026 (re-
quiring a 5% stake or a 500,000 euros tax value) by the Budget
Bill have been abolished with retroactive effect from January
1, 2026. Accordingly, the 95% exemption remains applicable
to all such dividends without regard to the size or value of the
shareholding.

Dividends distributed by nonresident corporations from
countries having a privileged tax system798 to resident corpora-
tions where the above two requirements are not met are taxed
on 100% of their amount.

This taxation applies not only when dividends are distrib-
uted directly by a company with a privileged tax system to an
Italian company, but also when such dividends are distributed
indirectly to an Italian company, i.e., through another nonresi-
dent company which does not benefit from a privileged tax sys-
tem.799

798 TU, Art. 167(4).
799 Law No. 248, Aug. 4, 2006, Art. 36 (3–4 bis), as amended by DL No.

262, Oct. 3, 2006; TU, Art. 47(4).
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c. Transition Tax on Undistributed Profits of Foreign
Subsidiaries in Low Tax Jurisdictions

A voluntary one-off reduced tax on undistributed profits
of foreign subsidiaries located in low tax jurisdictions (“Transi-
tion Tax”) was introduced by the 2023 Budget Law. Under the
current tax rules, dividends paid by foreign subsidiaries to Ital-
ian companies are generally subject to a 95% participation ex-
emption. In certain circumstances, full taxation (24%) or 50%
taxation (12%) may be imposed on dividends distributed by
subsidiaries located in low tax jurisdictions, unless the relevant
profits have already been directly attributed to the Italian share-
holder under the CFC rules.

Under the new provisions, companies may elect to pay a
9% Transition Tax (30% in the case of individual entrepre-
neurs) on qualifying undistributed earnings. “Qualifying undis-
tributed earnings” are defined as earnings that remain undistrib-
uted as of the date of entry into force of the new rules (i.e., Jan-
uary 1, 2023), provided those earnings are earnings reflected in
the 2021 financial statements of the relevant subsidiaries or the
last financial statements closed before January 1, 2022 for non-
calendar year entities.800

Taxpayers opting for the Transition Tax could be Italian
tax residents or non-tax residents provided they have a perma-
nent establishment in Italy.801

The payment of the Transition Tax will allow the earnings
to be treated as if they have been repatriated (i.e., the earnings
will not be subject to further taxation when they are actually
distributed). On distribution, earnings that were subject to the
Transition Tax will be deemed to have been received first.802

The 9% Transition Tax may be reduced to 6%803 where a
parent company located in Italy receives the foreign earnings
and: (i) the earnings are in fact repatriated by the deadline for
the income tax balance payment for the 2023 tax year (i.e., June
30, 2024 for companies with a calendar tax year end); and (ii)
the Italian parent sets aside the repatriated earnings in a special
equity reserve for a minimum period of two years. Failure to
fulfill these conditions will result in a recapture of the benefit
with an additional tax (3%), penalties (20%) and interest.804

800 Law No. 197, Dec. 29, 2022, Art. 1 (87–88).
801 Ministerial Decree of the Ministry of Economy and Finance, June 26,

2023, Art. 2.
802 It should be noted that the Ministry of Economy and Finance, in its Min-

isterial Decree of June 26, 2023, held that it was necessary to coordinate the
Transition Tax with the CFC transparency tax regime. It specifically set out that
profits repatriated with the 6% Transition Tax until June 30, 2024, would be
considered to be formed by profits excluded from the Transitions Tax provided
they have been repatriated by that date and that any remaining amounts from
CFC entities were already taxed for transparency.

803 Ministerial Decree of the Ministry of Economy and Finance, June 26,
2023, Art. 4.

804 Law No. 197, Dec. 29, 2022, Art. 1 (89).

Where operating losses impede the creation of or reduce
the reserve for the already exercised Transition Tax, the option
will not lapse, but the reserve that cannot be established or is re-
duced due to losses will have to be created or reinstated by uti-
lizing profits generated in the subsequent years through to the
two-year minimum holding period. Thereafter, the requirement
to establish or reinstate the reserve does not apply.

Additionally, a taxpayer may combine the “ordinary” (i.e.,
9% or 30% for an individual) and “special” (6% or 27% for
an individual) repatriation regime both with respect to different
foreign entities as well as for different amounts of profits/profit
reserves of the same foreign entity. If one of the conditions of
the special regime should fail, the Transition Tax regime will
not be revoked but the “ordinary” regime will apply. The tax-
payer will be required to pay the 3% difference plus 20% in
penalties plus interest within 30 days of the event that triggered
the lapse of the special regime.805

The payment of the Transition Tax will provide taxpayers
with an opportunity to step up their basis in the relevant shares
up to the amount of their sale price by an amount equal to the
earnings on which the Transition Tax was paid. The basis will
be reduced to the extent the sale proceeds are distributed.

The tax is due in full by the deadline for the payment of
the tax balance for fiscal year 2022 (June 30, 2023, for calendar
year entities).

The Transition Tax election, which can be exercised sepa-
rately for each foreign subsidiary with respect to all or part of
the profits or retained earnings reserves, must be made when
the 2022 tax return is filed (i.e., by November 30, 2023).806

3. Exclusions from Gross Income

The following may be excluded from taxable income:

(i) Income subject to a final withholding tax at source, in-
cluding income from public bonds (subject to some excep-
tions);

(ii) Premiums received on certain Italian government in-
struments;

(iii) Specified state grants;

(iv) Income from real property (which is generally exclud-
ed and taxed separately, except that income derived from
buildings constituting company assets is considered tax-
able business income); and

(v) Capital surplus paid-in at issue and interest paid by
subscribers for new shares or quotas.807

805 Ministerial Decree of the Ministry of Economy and Finance, June 26,
2023, Arts. 4 and 6.

806 Law No. 197, Dec. 29, 2022, Art. 1 (91). See also Ministerial Decree of
the Ministry of Economy and Finance of June 26, 2023, Art. 4.

807 TU, Art. 91.
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4. Incentive for Economic Growth

To encourage equity funding of companies, an incentive
for economic growth (aiuto alla crescita economica, ACE, or
“allowance for corporate equity”) was enacted in 2011 to per-
mit companies to deduct from taxable income an amount cor-
responding to a notional return on new equity injected into the
company. In 2016, the notional return was 4.75%; for 2017, it
was 2.3%; and for 2018 and thereafter was to be 2.7%.808 The
amount to be deducted was not to exceed the total amount of
income declared by the company for the year and any excess
amount may be carried forward in the following fiscal years.
ACE became effective beginning with the fiscal year in
progress as of December 31, 2011. The base year for determin-
ing the increase in capital is December 31, 2010, without taking
into account profits from that fiscal year.809

ACE was repealed by the 2019 Budget Law,810 but the
2020 Budget Law reinstated it with retroactive effect to tax
year 2019 with its notional rate of 1.3% and introduced an en-
hanced ACE benefit for temporary period.811

For equity injections of up to 5 million euros made during
2021, the notional ACE (Super Ace or Innovative ACE) return
was increased to 15%. Standard ACE remains in force and is
also applicable to capital injections that exceed 5 million eu-
ros.812

The following table illustrates the two ACE treatments
available for the 2021 tax year:

808 Law No. 232, Dec. 11, 2016, Art. 1(549)–(550).
809 DL No. 201, Dec. 6, 2011, Art. 1; Law No. 147, Dec. 27, 2013, Art. 1

(137 et seq.).
810 Law No. 145, Dec. 30, 2018, Art. 1 (1080).
811 Law No. 160, Dec. 27, 2019, Art. 1(287).
812 Law No. 106, July 23, 2021, Art. 19.

CharacteristicsCharacteristics Innovative ACEInnovative ACE Standard ACEStandard ACE

Tax years applica-
ble

2021 Post-2010

Notional return 15% 1.3%

Variation in capital
for calculation

Δ + at 12/31/2012
with respect to 12/
31/2021

Δ + company capi-
tal as at 12/31/
2010

Maximum amount
of Δ + recognized

5 million euros Net assets as
shown in balance
sheet (excluding
revaluation re-
serve)

Innovative ACE may be taken as either a tax credit or as
a reduction in taxable income. The legislation provides anti-
abuse provisions to discourage taxpayers from making tempo-
rary capital increases to take advantage of the incentive. The
anti-abuse provisions require restitution of the benefit if in the
two tax years following the 2021 tax period, the company’s net
assets are reduced for reasons other than losses. The restitution
mechanism applied will vary depending on whether the taxpay-
er has opted for a tax credit or a tax reduction.

In the tax periods that are subject to anti-abuse monitoring,
should the variation in company capital be less than the increas-
es in capital, the tax credit will be recaptured in proportion to
the difference between the variation and the increases.813

The following table illustrates the mechanism when the
taxpayer opts for a tax credit:

813 Law No. 106, July 23, 2021, Art. 19.

YearYear CapitalCapital
IncreaseIncrease

InnovativeInnovative
ACE TaxACE Tax

CreditCredit

CapitalCapital
DecreaseDecrease

Δ Capital Capital DifferenceDifference Calculation for RecaptureCalculation for Recapture RecapturedRecaptured
AmountAmount

2021 1000 36 (1000 ×
15 × 24)

200 800 200 (800 <
1000)

(200:1000 = X:36) 7,2

2022 — — 300 500 300 (500 <
800)

((800 − 500):1000 = X:36) 10,8

2023 — — 100 400 400 (400 <
800)

((800 − 400):1000 =
X:36−10,8)

3,6

For taxpayers that opt to use ACE to reduce their tax li-
ability, the legislation provides that if in 2022 the variation in
a company’s capital is less than what was used to reduce the
tax liability in 2021, it will be recaptured by an increase in to-
tal income in 2022, in the amount of 15% of the difference be-
tween the variation in 2021 and 2022, without taking into ac-
count losses in the annual accounts. If in 2023 the variation
in the increase of capital is less than the increase recorded in

2021, the reduction in income taken will be recaptured as an in-
crease in income in 2023, in amount of 15% of the difference
between the change in the capital increase in 2021 and that of
2023 (net of the 2022 recapture).814

814 Law No. 106, July 23, 2021, Art. 19(4).
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The following example illustrates the mechanism:

20212021

Capital Increase 1000

Notional Return 15%

Tax Reduction Calculation 1000 × 15% = 150

Tax Reduction Amount 150

20222022

Variation 800

Difference in Change (2021
and 2022)

1000 − 800 = 200

Calculation of Amount Re-
turned to Total Income

200 × 15%

Recaptured Amount 30

20232023

Variation 400

Difference in Change (2021
and 2023)

1000 − 400 = 600

Change Net of 2022 Recap-
ture

((1000 − 400) × 15%) − 30 =
60

Recaptured Amount 60

As of January 1, 2024, ACE was repealed. However, the
Italian Tax Authorities in Circular No. 2/E of February 6, 2024,
specified that companies will be able to use the residual effects
produced by ACE without time limits.

The 2026 Budget Law introduced new temporary limita-
tions on the utilization of these residual ACE surpluses and pri-
or tax losses. For tax years 2026 and 2027, entities — primari-
ly banks, financial intermediaries, and insurance companies —
subject to rescheduling of specific deferred tax assets (DTA),
must observe the following caps when offsetting additional tax-
able income generated by those deferrals:815

(i) For FY 2026: Offsetting is restricted to 35% of the ad-
ditional taxable income resulting from mandatory deduc-
tion deferrals as determined by Law No. 207 of December
30, 2024, Article 1 (814)–(17);

(ii) For FY 2027: The cap on offsetting increases to 42%
of such additional taxable income.
These limitations will also be applicable when determining

the income of entities included in the national consolidation
regimes.816

815 Law No. 199, Dec. 30, 2025, Art. 1 (79)–(80).
816 TU, Art. 117 et. seq.

5. Patent Box Regime

The patent box incentive was an optional tax incentive that
came into effect in 2015 and was available through the 2020
tax year when it was repealed817 and replaced by a research and
development (R&D) super deduction.

When exercised, the patent box provided a five-year tax
exemption for businesses engaged in R&D that own or that
have granted a license to exploit their intellectual property.

The following intellectual property qualified for the patent
box incentive:

(i) Software, provided that it was protected by copyright;

(ii) Industrial patents that are registered or for which reg-
istration was underway;

(iii) Designs and models which are capable of protection
under law; and

(iv) Trade secrets and know-how, which includes formulae
and information regarding expertise acquired in the indus-
trial, commercial and scientific sectors that could be pro-
tected under law.
When the regime was originally enacted, trademarks were

also included as eligible intellectual property. However, the
OECD directives did not include trademarks as part of eligible
intellectual property and, to align the Italian patent box option
with regimes in other EU Member States, as of January 1, 2017,
trademarks became ineligible intellectual property for this pur-
pose.818

The regime was elective and the election, as of tax year
2017, was exercised in the company’s tax return. With the elec-
tion, a business could exclude from its IRES and IRAP tax base
a portion of income derived from the direct or indirect use of
qualifying software.

Once elected, the option had a duration of five years and
was irrevocable for that period, but it could be renewed by ap-
plication to the tax authority at least 90 days before the election
expired. Businesses that are exercising the option for directly
owned intellectual property must obtain a ruling from the tax
agency to determine the amount of the intellectual property’s
contribution to the business’ income.819 Such a ruling is not nec-
essary when the income is received from the grant of a license
to exploit the intellectual property.

As of 2017 and ensuing tax years, 50% (40% in 2016)
of income so derived could be excluded from taxable income.
Patent box options exercised in 2015 and 2016 for trademarks
have been grandfathered and are therefore entitled to the bene-
fits under the regime, although not beyond June 30, 2021.820

Taxpayers that had opted for the patent box incentive but
that have not yet received a ruling from the tax authorities may
revoke the election and instead opt for the R&D incentive dis-
cussed below.

817 Law No. 106, July 23, 2021, Art. 19(5).
818 Decree of the Ministry of Economic Development in Concert with the

Ministry of Finance, Nov. 28, 2017.
819 Tax Authority Circular No. 36/E, Dec. 1, 2015.
820 Law No. 190, December 23, 2014, Arts. 1(37)–1(45). Decree of the

Ministry of Economic Development in Concert with the Ministry of Finance,
November 28, 2017, Art. 13.
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6. Super Deduction for Research and Development
Costs

A cost-based R&D incentive was introduced at the end
of 2021 in order to replace the patent box. Eligible costs in-
curred in relation to copyrighted software, patents, trademarks,
designs, models and qualifying know-how821 may be recognized
with effect from the tax period underway on October 20, 2021,
with a 110% increase in the deduction for IRES and IRAP pur-
poses. Once elected, the super deduction for R&D has a dura-
tion of five years, is irrevocable for that period and can be re-
newed.

On February 15, 2022, the Italian Tax Agency issued
guidelines for the implementation of the super deduction
regime, setting out which taxpayers may avail themselves of
the deduction, as well as which activities, expenses and intan-
gible assets qualify under the regime.822

Corporate taxpayers eligible to opt for the super deduction
are those that: (i) have the right to exploit the use of the intangi-
ble assets financially; (ii) invest in R&D within their business,
assuming the costs and risks associated with such investments
in accordance with the principles and criteria in Chapters I (The
Arm’s Length Principle) and VI (Special Considerations for In-
tangibles) of the OECD Transfer Pricing Guidelines; and (iii)
would profit from the outcome of the R&D activities.

The Tax Agency guidelines indicate that the following ac-
tivities qualify for the super deduction:

(i) Industrial research and experimental development ac-
tivities;

(ii) Technological innovation activities intended to create
or implement new and/or significantly improved products
and/or processes, compared to those already created or ap-
plied by the company;

(iii) Design activities; and

(iv) Activities related to the legal protection of intangible
assets.
These R&D activities will continue to qualify even if car-

ried out by independent third parties, such as universities and
research centers, provided they are carried out under the techni-
cal supervision of the taxpayer opting for the super deduction.

821 Decree Law No. 146, October 22, 2021, Art. 6, as amended by Law No.
234, December 30, 2021, Art. 1(10). 736.2 These activities are defined in Minis-
terial Decree, 26 May 2020 Arts. 2–4 issued by the Ministry of Economic De-
velopment.

822 Italian Tax Agency Guidelines, February 15, 2022, No. 48243.

The research must also be carried out in labs or structures lo-
cated in Italy, an EU Member State, or a country within the Eu-
ropean Economic Area (EEA) that has an information-sharing
agreement with Italy.

Contractors or sub-contractors carrying out relevant R&D
activities must be tax resident Italy, an EU Member State, or an
EEA country that has an information-sharing agreement with
Italy. R&D activities carried out based on agreements with re-
lated parties are excluded from the super deduction.

The R&D expenses qualifying for the 110% increased de-
duction are:

(i) The cost of employees or independent contractors di-
rectly involved in the R&D;

(ii) Amortization, principal payments on financial leases,
operating lease payments and other expenses with respect
to mobile equipment and intangible assets used for R&D;

(iii) The cost of consulting services and similar services
for R&D;

(iv) The cost of materials, supplies and other products; and

(v) The cost of maintaining rights with respect to subsi-
dized intangible assets and their renewal on expiration,
and the cost of protecting such rights, including associated
expenses incurred for purposes of preventing counterfeit-
ing and the costs of managing litigation to protect the tax-
payer’s rights in the intangible assets.
Qualifying R&D expenses incurred while carrying out the

qualifying activities must be related to the following intangible
assts used in carrying out business activities:

(i) Copyrighted software;

(ii) Industrial patents, including patents for inventions and
biotechnological inventions, as well as their protection
certificates;

(iii) Utility model patents, including certificates for plant
varieties and certificates and patents for the topographies
of semiconductor products; and

(iv) Protected designs and models.
Know-how and trademarks are excluded from the super

deduction regime.
Comment: Companies that elect the R&D super deduction

may also simultaneously utilize the R&D tax credit. See
II.A.3.f., above.
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7. Tax Credit for Investments in Energy Efficiency
Technology

The parameters of the tax credit for resident companies
and permanent establishments introduced by Article 38 of De-
cree Law No. 19 of March 2, 2024 for investments in energy-
saving technology were set down in a decree of the Ministry of
Business and Made in Italy of July 24, 2024. Companies that,
between January 1, 2024 and December 31, 2025, make invest-
ments in technology that reduces the energy consumed by their
business premises by at least 3% or that reduce energy con-
sumption in their productive processes by at least 5% are eli-
gible for the credits. In the case of newly incorporated compa-
nies, the energy savings are calculated with respect to average
annual energy consumption based on a hypothesized scenario.

The credit is based on the cost of the investment and in-
creases as savings in energy consumption increase, as shown
below:

Tax Credit Reduction of
Energy

Consumption
in Production

Reduction of
Energy

Consumption
in Production
Processes Due
to Investment

35% of purchase cost up
to 2.5 million

Not less than
3%

Not less than
5%

15% for investments
over 2.5 and up to 10
million
5% for investments over
10 and up to 50 million
40% for investments up
to 2.5 million

More than 6% More than 10%

20% for investments be-
tween 2.5 and 10 million
10% for investments be-
tween 10 and 50 million.
45% for investments up
to 2.5 million

More than 10% More than 15%

25% investments be-
tween 2.5 and 10 million
15% for investments be-
tween 10 and 50 million.

The 2025 Budget Law simplified the brackets by merging
the first two tiers to encourage larger investments. For 2025, the
35%, 40%, and 45% rates now apply to the entire first 10 mil-
lion euros of an investment, rather than capping it at 2.5 million
euros. For investments made in 2025, the simplified structure is
as follows:823

823 Law No. 190, Dec. 30, 2025, Art. 1 (427)–(436).

Tax Credit Reduction of
Energy

Consumption
in Production

Reduction of
Energy

Consumption
in Production
Processes Due
to Investment

35% of investments up to
10 million

Between 3%
and 6%

Between 5%
and 10%

5% for investments over
10 million up to 50 mil-
lion

40% for investments up
to 10 million

Between 6%
and 10%

Between 10%
and 15%

5% for investments over
10 million up to 50 mil-
lion

45% for investments up
to 10 million

More than 10% More than 15%

15% for investments
over 10 up to 50 million

These measures apply to investments made beginning on
January 1, 2024.824

The 2026 Budget Law introduced a new hyper-deprecia-
tion regime for investments in digital and energy-saving tech-
nology between January 1, 2026, and September 30, 2028. This
measure replaces the previous tax credit system by allowing
companies to increase the deductible acquisition cost of eligible
assets for income tax purposes. The percentage of the cost in-
crease depends on the total amount of the investment, as shown
below.

Hyper-depreciation Rate Investment Amount (euros)

180% of the acquisition cost Up to 2.5 million

100% of the acquisition cost Between 2.5 and 10 million

50% of the acquisition cost Between 10 and 20 million

8. Super Deduction for New Hires

Ministerial Decree No. 154 of June 25, 2024, published
in Official Gazette No. 154 of July 3, 2024, contains the im-
plementing regulations for Article 4 of Legislative Decree 216/
2023. This article provides for the enhanced deductibility of la-
bor costs incurred by companies that increased the number of
their permanent employees in the tax year following that under-
way on December 31, 2023. The super-deduction allows com-
panies a 120% tax deduction with respect to labor costs relat-
ing to new hires and a 130% deduction when the new hires are
within certain protected categories such as the disabled, women
with at least two minor children or young people qualifying for
employment incentives.

824 Law No. 201, Dec. 20, 2024, Art. 1 (427)–(429).
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As of the end of 2024, eligibility for the deduction requires
that the following conditions be met:

(i) The number of full-time employees at the end of 2024
must be higher than the average number of full-time em-
ployees employed in 2023, net of decreases in employ-
ment numbers in subsidiary or associated companies or
companies under the control of the same entity, even
through third parties; and

(ii) The total number of employees (including temporary
employees) must be higher than the average number of
such employees employed in 2023, without taking into ac-
count intra-group decreases.
Taxpayers benefiting from this income reduction include

corporations (SpAs or Srls), sole proprietorships and individu-
als engaged in the arts or professions. Businesses winding up
or in liquidation are not eligible.

This deduction was extended for the three tax periods fol-
lowing the fiscal year underway as of December 31, 2024 (i.e.,
for tax years 2025, 2026, and 2027 for calendar-year taxpay-
ers) by the 2025 Budget Law.825 On January 20, 2025 the Ital-
ian Revenue Agency issued Circular No. 1/2025, providing op-
erational guidelines to guarantee uniformity in the application
of the deduction. It provides that the super deduction will on-
ly be applicable if, at the end of the eligible tax period, the in-
crease in the number of permanent employees (“employment
increase”) was accompanied by an increase in the overall num-
ber of employees, including those with fixed-term contracts
(“overall employment increase”), thereby confirming that the
increase in costs (of 20% or 30% for workers from protected
categories) will be applicable on the basis of the costs incurred
for hiring new permanent staff, assuming the lower of the two
following values:

(i) The actual cost attributable to new permanent employ-
ees in each eligible tax period (2025–2026–2027);

(ii) An increase in the overall cost of staff with both fixed-
term and permanent contracts at the end of each tax period
eligible for the tax relief (2025–2026–2027), compared to
the previous tax period.
For both parameters, the cost of personnel must always be

determined on the basis of the entry for personnel expenses in
the income statement of the balance sheet.

To this end, the Italian Revenue Agency illustrates the var-
ious steps for calculating the relief, with the help of numerical
examples, to which reference is made for an in-depth opera-
tional analysis.

9. Tax Relief for Assignments of Assets to
Shareholders

The Budget Law of 2025 introduced a provision for direct
tax relief for corporations and partnerships that assign their
non-instrumental real estate assets as well as non-instrumental
movable assets to individual shareholders. This provision was
extended to 2026.

This benefit will apply only to such assignments that are
completed by September 30, 2026. An 8% substitute tax will

825 Law No. 207, Dec. 30, 2024.

be due by the business entity on the difference between the fair
market value of the assigned assets and their tax recognized
cost (capital gain). The substitute tax replaces the ordinary tax
that would apply in the event of assignment to shareholders of
company assets and attributable to the capital gains on those
assets. This substitute tax is increased to 10.5% for a company
that has been inactive in at least two of the three tax periods
preceding the one underway IRES tax rate at the time of the as-
signment. Additionally, a 13% substitute tax applies to the can-
cellation of any tax-deferred reserves.

The substitute tax must be paid in two installments: 60%
by September 30 and the remaining 40% by November 30 of
the year of assignment. Where applicable, proportional regis-
tration taxes are reduced by 50%, and mortgage and cadastral
taxes are due at a fixed rate.826

10. Reduced IRES for Investments in Tangible Assets

The Budget Law of 2025 provided for a reduction of 4%
in the IRES rate, bringing the rate to 20% for a corporation that
invests in assets covered by the credits for investments under
the National Industrial Plan (see Capital Expenditures) and En-
ergy-Saving Technology provided:

(i) At least 80% of the corporation’s 2024 profits are
placed in a special reserve;

(ii) The amount invested in capital assets that will be used
in production plants in Italy is at least the highest of the
following three amounts:

• 30% of the earnings retained in the special reserve;

• 24% of the 2023 profits; or

(iii) Meet a minimum threshold of 20,000 euros; and

(iv) The investments are made by no later than the filing
date for the 2025 income tax return.

Example: The following example was provided by the
Ministry of Economy and Finance when the decree was
implemented:

(i) A corporation with a December tax year-end had a
profit of 100 euros in 2024 and distributed 20 euros to
its shareholders. In 2023, the corporation had profits
of 150 euros that were partially offset by a loss of 60
euros from the 2022 tax year.

(ii) The minimum investment for qualifying for the
IRES reduction would be calculated as follows:

• Tax year 2024: 100 euros × 80% × 30% = 24 eu-
ros; and

• Tax year 2023: 150 euros × 24% = 36 euros.

(iii) The higher of these two amounts, i.e., 36 euros,
would apply.

826 Law No. 207, December 30, 2024, Art. 1 (31–36); Law No. 199, Dec.
30, 2025, Art. 1 (35)–(41).
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The corporation would, therefore, have to make significant
investments of at least 36 euros to access the reduced IRES
rate.827

Other conditions include that the number of employees
hired during the tax year following the one underway at De-
cember 31, 2024, must not be less than the average of the pre-
vious three years; that during tax year following the one under-
way at December 31, 2024, the new hires with permanent con-
tracts bring an increase by at least 1% in the average number of
permanent employees when compared to the average of the tax
year in progress at December 31, 2024; and that the company
has not resorted to the wage guarantee fund (CIG) during the
tax year underway on December 31, 2024.

The reduction in IRES will be revoked when the special
reserve is distributed within two tax years of the tax year un-
derway at December 31, 2024, or if the assets are decommis-
sioned, sold or transferred abroad within the fifth tax year fol-
lowing the one in which the investment was made (i.e., by 2030
for companies with a calendar year).

Companies that use simplified accounting,828 have been
placed in liquidation or have initiated insolvency proceedings
are ineligible for the reduced IRES rate.829

D. Business Expenses

In general, companies are entitled to take as deductions
costs and expenses incurred in the production of income to the
extent that they are properly allocable to the taxable period.
Specifically, deductions include:

(i) Company formation expenses incurred within a five-
year period beginning with the year in which the first rev-
enues are produced;830

(ii) Entertainment and promotional expenses, provided
they are fully deductible, the relevant receipts meet very
specific formal requirements and the expenses do not ex-
ceed a ceiling calculated by reference to the company’s
revenues, as shown in its income tax return for the same
period as follows:

• 1.3% of revenue and other proceeds up to 10 million
euros;

• 0.5% of revenue and other proceeds over 10 million
euros and up to 50 million euros; and

• 0.1% of revenue and other proceeds over 50 million
euros.831

Thus, a company with 15 million euros in revenue may
deduct expenses of up to 155,000 euros per year (130,000
euros on the first 10 million euros and 25,000 euros on

827 Decree of the Ministry of the Economy and Finance August 8, 2025,
Art. 5.

828 Decree of the Ministry of the Economy August 8, 2025, Art. 3 (3), (b).
829 Law No. 207, December 30, 2024, Art. 1 (436–444).
830 TU, Art. 108 (4).
831 TU, Art. 108 (2), as amended by Art. 1 (33)(p) of Law No. 2, Jan. 28,

2009, converting into permanent law with amendments DL No. 185, Nov. 29,
2008, and DM of Nov. 19, 2008, as further amended by D. Lgs. No. 147, Sept.
14, 2015, Art. 9(1).

the remaining five million euros). Any excess expenses are
non-deductible. Furthermore, only 75% of expenses relat-
ing to hotels and meals that qualify as entertainment and
promotion may be deducted (subject to the aforementioned
revenue ceilings).

(iii) Travel expenses, provided the relevant receipts meet
certain formal requirements;

(iv) Royalties and service fees, including management,
technical, advisory and assistance fees, provided the
amount of such fees is negotiated at arm’s length, espe-
cially where the fees are paid between related companies
where one of the companies is a nonresident;

(v) Indirect taxes, including stamp tax, registration tax,
and value added tax (VAT) (imposta sul valore aggiunto)
when the VAT is not recoverable;

(vi) Depreciation of fixed assets. For investments in new
capital goods made as of January 1, 2026, companies may
benefit from increased deductible costs (hyper-deprecia-
tion) of up to 180% for assets linked to the Transition 5.0
framework;

(vii) Amortization of costs related to the acquisition of
patents, copyrights and know-how throughout the term of
their validity, up to a maximum annual deduction of 50%
of cost. Note that for these specific assets, companies can
opt for the “New Patent Box” regime, which allows for a
110% super-deduction of related Research and Develop-
ment costs. Costs related to trademarks are deductible in
annual installments of no more than 1/18 of the cost;832

(viii) Amortization of goodwill and trademarks, up to an
annual deduction of 5.56% of cost. However, under the
2026 Budget Law, the deduction for the goodwill amorti-
zation quota is partially deferred; only 3.25% of the annual
quota is immediately deductible in 2026, with the remain-
der recovered in subsequent tax periods;833

(ix) Charitable contributions (up to 2% of reported in-
come) and employee services (up to 0.5% of total employ-
ee expenditure). For 2025–2027, an additional 120% su-
per-deduction is available for labor costs of new perma-
nent hires;834

(x) Gifts to universities (up to 2% of reported income) and
gifts to legally-established entities in the Mezzogiorno re-
gion that are wholly devoted to scientific research (up to
2% of reported income);

(xi) Losses on “small credits” (up to 2,500 euros, or 5,000
euros for large corporations) are automatically deductible
if overdue for at least six months;835

(xii) Reserves established to cover a definite reduction in
the value of assets (for example, depreciation), or to cover
definite liabilities (for example, employee termination in-
demnities);

832 TU, Art. 103 (1).
833 TU, Art. 103 (1).
834 TU, Art. 95.
835 TU, Art. 101(5).
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(xiii) Bad debts arising from commercial transactions, up
to 0.5% of total accounts receivable at the conclusion of
the tax period, until the provision for such debts amounts
to 5% of accounts receivable. For banks and financial in-
stitutions, bad debts and write-downs are generally de-
ductible in the tax year in which they are reported in the
annual accounts, subject to specific deferral rules and per-
centage limits introduced by the most recent Budget Laws,
including the 2026 Budget Law;836

(xiv) Rent, to the extent this is shown in a properly regis-
tered (taxed) contract;

(xv) Expenses that are not capitalized relating to repairs,
modernization and maintenance, up to a maximum of 5%
of the cost of depreciable assets owned at the commence-
ment of the financial period. Amounts in excess of the
5% maximum are allowed as deductions in equal amounts
over the following five years;

(xvi) Directors’ fees, on a cash rather than an accrual ba-
sis;

(xvii) Research costs in the year in which they are incurred
or in equal amounts in the following four years;

(xviii) Annual amortization of the difference between the
amount payable on the redemption of bonds or similar se-
curities issued by the company and the amount paid in on
issuance;

(xix) Gifts for expenses relating to buildings or monu-
ments of an historic or artistic nature. In addition, for
certain types of restoration activities, a tax credit in the
amount of 65% is available.837

Expenses attributable to operations in tax havens are gen-
erally not deductible. See O., below.

E. Capital Expenditures

Depreciation of assets is permitted beginning in the fiscal
year in which the assets are first used, applying coefficients es-
tablished by the Ministry of Finance for the category of asset
concerned and normal use.838 This amount may be increased if
usage in excess of normal standards can be proven. First year
depreciation is one-half of normal depreciation. Accelerated
depreciation is no longer permitted.839

However, as an incentive to encourage companies to in-
vest in operating assets purchased between October 15, 2016
and December 31, 2016, “super” depreciation was available.
The cost of the asset purchased was increased by 40%, result-
ing in a higher annual depreciation.840 The 2017 Stability Law
extended this provision through June 30, 2018.841 The Stability

836 TU, Art. 106 (3), as amended by DL No. 83, June 27, 2015.
837 TU, Art. 100; DL No. 83, May 31, 2014, Art. 1.
838 See the Worksheets. The Ministry of Finance had intended to issue new

depreciation coefficients for fiscal purposes. In legislation passed in 2009, Par-
liament had provided that, by no later than December 31, 2009, a revision of
the depreciation coefficients would be completed. However, it did not do so
and, consequently, the 1988 table is still being used.

839 TU, Art. 102, as amended by DL 223/2006, as converted with amend-
ments by Law No. 248 of Aug. 4, 2006.

840 Law No. 208, Dec. 12, 2015, Art. 1(91).
841 Law No. 232, Dec. 11, 2016, Art. 1(8).

Law for 2018 further extended super depreciation to December
31, 2018, or June 30, 2019, if 20% of the purchase price was
paid by December 31, 2018.842 This last extension reduced su-
per depreciation by 10% to 30%. There has been no further ex-
tension of super depreciation as of January 1, 2019.

In addition, to encourage the digital development of com-
panies, “hyper” depreciation was introduced for highly techno-
logical assets in the 2017 Stability Law. Thus, the cost of as-
sets purchased between December 31, 2017 through Septem-
ber 30, 2018, provided in that latter case that a purchase order
had been accepted and 20% of the price was paid by December
31, 2017,843 could be increased by 150%. The Stability Law of
2018 extended hyper depreciation to include assets purchased
between January 1, 2018 through June 30 2019, provided that
in the latter case the purchase order had been accepted and 20%
of the price was paid by December 31, 2018.844

The Stability Law of 2019, further extended hyper de-
preciation to include assets purchased through December 31,
2019, or through December 31, 2020, provided that in the latter
case the purchase order has been accepted and 20% of the price
is paid by December 31, 2019. For assets purchased in 2019,
hyper depreciation is to be applied as follows:

• 150% if the amount invested is less than 2.5 million eu-
ros;

• 100% if the amount invested is between 2.5 million euros
and 10 million euros;

• 50% if the amount invested is between 10 million euros
and 20 million euros;

• 0% for amounts invested in excess of 20 million euros;
and

• 40% for the cost of purchase of software, and e-com-
merce and digital services management systems.
For businesses that used 150% hyper depreciation in 2018,

the 2019 super depreciation is not available.845

Assets eligible for hyper depreciation purchased after July
14, 2018, must be used in Italy. If they are sold or used outside
of Italy, even by group companies, the hyper depreciation will
be subject to clawback.846

Depreciation for vehicles that are not instrumental to the
business was repealed beginning with the tax period in progress
on July 4, 2006.

Hyper-depreciation was not extended further.
A tax credit was enacted by the 2020 Budget law available

for businesses that purchase assets between January 1, 2020
through December 31, 2020, or have paid at least 20% of the
price on an accepted purchase order by that latter date, as fol-
lows:

• 40% for instrumental assets up to 2.5 million euros;

• 20% for instrumental assets above 2.5 million euros;

842 Law No. 205, Dec. 27, 2017.
843 Law No. 232, Dec. 12, 2016, Art. 1(9).
844 Law No. 205, Dec. 27, 2017, Art. 1(30).
845 Law No. 145, Dec. 30, 2018, Art. 1 (60)–(65), (229).
846 D. Lgs. No. 87, July 12, 2018, Art. 7.
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• 15% for intellectual property assets connected to instru-
mental assets up to 750,000 euros.847

The 2021 Budget Law enacted a new tax credit, that par-
tially overlaps the above credit, but is broader than the previous
credit, as it can be used for assets acquired in leasing.

For investments made between January 1, 2022 and De-
cember 31, 2022, or by September 30, 2023,848 but ordered by
December 31, 2022, with at least 20% of the cost paid, the cred-
it will be as follows:

• 40% of the cost for instrumental assets for business in the
National Industrial Plan (“Industria 4.0”) for technological
innovation for investments up to 2.5 million euros;

• 20% for such investments if the amount is over 2.5 mil-
lion euros and up to 10 million euros; and

• 10% for such investments if the amount is over 10 mil-
lion euros and up to 20 million euros.
For other tangible assets unrelated to the Industria 4.0

plan:

• 6% of the investment up to 2 million euros;
For other intangible assets unrelated to the Industria 4.0

plan:

• 6% of the investment up to 2 million euros.
For investments made between November 16, 2020 and

December 31 2022, or by June 30, 2022, but ordered by De-
cember 31, 2021, with at least 20% of the cost paid, the credit
will be as follows:

• 50% of the cost for instrumental assets for business in the
National Industrial Plan (“Industria 4.0”) for technological
innovation for investments up to 2.5 million euros;

• 30% for such investments if the amount is over 2.5 mil-
lion euros and up to 10 million euros;

• 10% for such investments if the amount is over 10 mil-
lion euros and up to a maximum 20 million euros; and

• 20% for intellectual property assets up to 1 million euros.
For other tangible assets, unrelated to the Industria 4.0

plan:

• 10% (increased to 15% for investments related to
telecommuting) of the investment up to 2 million euros.
For other intangible assets unrelated to the Industria 4.0

plan:

• 10% (increased to 15% for investments related to
telecommuting) of the investment up to 1 million euros.
The tax credit may be used to offset corporate income tax

(or other taxes) in three equal annual installments, or in a sin-
gle installment for companies with annual revenue of less than
5 million euros, under certain conditions.

The Budget Law passed at the end 2021849 extended the
credit granted in the 2020 Budget Law and changed the per-
centage of credit that could be used for investments made be-
tween January 1, 2023 and December 31, 2025, or by June 30,

847 Law No. Dec. 27, 2020, Art. 1 (184) to (190).
848 Law No. 197, Dec. 29, 2022, Art. 1(423).
849 Law No. 234, Dec. 30, 2021, Art. 1 (44)–(45).

2026, but were ordered by December 31, 2025, with at least
20% of the cost paid as follows:

• 20% of the cost for instrumental assets for business in the
National Industrial Plan (“Industria 4.0”) for technological
innovation for investments up to 2.5 million euros;

• 10% for such investments if the amount is over 2.5 mil-
lion euros and up to 10 million euros; and

• 5% for such investments if the amount is over 10 million
euros and up to 20 million euros.
For investments in high-tech intangible assets, the tax

credit amounts to:

• 20% of the purchase cost for investments made up to a
maximum annual investment amount of 1 million euros,
provided the investment is made between November 16,
2020, and December 31, 2023, or ordered by June 30,
2024 and with at least 20% of the cost has been paid.

• 15% of the purchase cost for investments up to a maxi-
mum annual investment amount of 1 million euros for in-
vestments made between January 1, 2024, and December
31, 2024, or ordered by June 30, 2025 and with at least
20% of the cost paid.

• 10% of the purchase cost for investments up to a maxi-
mum annual investment amount of 1 million euros for in-
vestments made between January 1, 2025, and December
31, 2025, or ordered by June 30, 2026, and with at least
20% of the cost paid.
Pursuant to the Budget Law of 2025, the credit for invest-

ments in intangible assets will only be available for investments
that were made by December 31, 2024, which was later extend-
ed to June 30, 2025, provided that the order was accepted by
the seller by December 31, 2024 and at least 20% of the price
was also paid by that date.850 Further, a spending cap of 2.2 bil-
lion euros was introduced for the purchase of tangible assets ac-
quired between January 1, 2025 through to December 31, 2025,
with an extension to June 30, 2026, for orders accepted by the
seller as of December 31, 2025 and at least 20% of the price
was also paid by that date. To ensure that the funding cap is not
exceeded, taxpayers will need to submit an online filing advis-
ing the Ministry of Enterprises and Made in Italy advising of
the amount of the expenses and the tax credit accrued.851

F. Thin Capitalization

The thin capitalization regime was repealed by the 2008
Finance Act with effect for the tax period following that in
progress as of December 31, 2007 (i.e., for the tax period be-
ginning January 1, 2008, if the tax period coincided with the
calendar year).

G. Interest Deduction Regime

Legislative Decree No. 142 of November 29, 2018, which
transposed into Italian law EU Directives 2016/1164/EU
(“ATAD 1”) and 2017/952 (“ATAD 2”), substantially re-wrote
the provisions of Article 96, TU, which regulates the deduction

850 Law No. 207, Dec. 31, 2024, Art. 1(446).
851 Law No. 207, Dec. 30, 2024, Art. 1(447–448).
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of interest expenses, to bring the provisions into complete com-
pliance with the provisions of ATAD 1 and ATAD 2. Prior to
this amendment, Article 96 had provided that passive interest
could be deducted up to the amount of interest earned and any
interest expenses in excess thereof were deductible up to an
amount not exceeding 30% of gross operating income (reddito
operativo lordo — or ROL). Under the new rules, interest ex-
penses can now be deducted up to the total amount of interest
income plus any interest income carried forward from previous
tax years, with the excess being deductible within the limit of
30% of the current tax year’s earnings before interest, taxes, de-
preciation and amortization (EBITDA).852 When implementing
this rule Italy elected to not enact the ATAD de minimis thresh-
old. However, Article 6 of Law No. 111 of August 9, 2023, has
proposed introducing the de minimis threshold.

ROL consists of the difference between the total value
of production and the total cost of production, excluding such
items as tangible and intangible assets, depreciation, rent paid
for instrumental assets, and financial leases, as shown in the
profit and loss account. Also excluded from the calculation are
financial expenses and extraordinary items.853 Prior to the Leg-
islative Decree, the calculation of ROL was based on account-
ing values; it is now based on tax values.854 This means that tax-
exempt income, such as patent box income, should be exclud-
ed from EBITDA. Interest expenses that are capitalized on the
cost of goods are now included.

Excess ROL not used for deduction purposes may be car-
ried forward to increase ROL of future tax periods for a period
of five years. Excess interest income may be carried forward
without a time limit.855

Pursuant to Article 96, paragraph 13 of the TU, certain en-
tities, such as banks and other financial institutions, that do not
have as their sole activity the holding of shares, are not subject
to these rules. However, beginning with the tax period follow-
ing that in progress on December 31, 2007, only 96% of inter-
est accrued by banks and financial entities is deductible.

H. Loss Carryover and Carryback

Losses relating to one tax period may be carried forward to
reduce up to 80% of the aggregate income in the next or ensu-
ing tax years until all of the loss is absorbed. Previously, loss-
es were allowed to be carried forward for only five tax years.
There is no loss carryback.856 Start-up losses incurred in the first
three tax periods following incorporation that relate to a new
production activity may also be carried forward without time
limit, but such losses are not subject to the 80% limitation and
can offset taxable income in its entirety.857 This regime became
applicable from the tax period in progress on July 4, 2006.

1. Losses Resulting from a Change in Control

Article 15 of Legislative Decree No. 192 of December 13,
2024, amended TU Article 84 to restrict the utilization of loss-

852 TU, Art. 96 (2), (7).
853 TU, Art. 96(4).
854 TU, Art. 96 (3).
855 TU, Art. 96 (5).
856 TU, Art. 84, as amended by Art. 36 (12–14) of Law No. 248 of Aug. 4,

2006, and Art. 23(9) of DL No. 98, July 6, 2011.
857 D. Lgs. No. 262 of Oct. 3, 2006, Art. 3 (6).

es after a reorganization resulting in a change in control. The
amendment provides that tax losses may not be carried forward
if: (i) shares representing the majority of the voting rights in the
company reporting the losses are transferred or otherwise ac-
quired by third parties (a change in control); and (ii) the main
business activity carried on in the tax period(s) in which the
losses were incurred was changed in the fiscal year in which
the change in control occurred or in the two preceding or sub-
sequent tax years.

This restriction will not apply, however, if the profit and
loss statement of the loss-reporting company for the tax year
prior to the year when the change in control occurred showed
gross receipts and other proceeds derived from the main busi-
ness activity and labor costs that exceed 40% of their average
amount in the two preceding tax years. In this case, the losses
can be carried forward up to the certified economic value of net
equity, subject to certain conditions and adjustments.

These provisions also apply to the carryforward of non-de-
ducted interest expense surpluses and “ACE” surpluses.

The new provisions also apply to mergers and demergers
allowing for the deductibility of losses of the merging compa-
nies, including the surviving company when the a merger is by
absorption, from the taxable income of the surviving company
where the profit and loss statement for the tax year prior to the
effective date of the merger shows gross receipts and other pro-
ceeds derived from the main business activity and labor costs
that exceed 40% of their average amount in the two preceding
tax years. If the relevant conditions are met, the amount of loss-
es that can be carried forward up to the certified economic val-
ue of net equity, subject to certain conditions and adjustments.

These rules apply to transactions carried out as from the
fiscal year in progress on December 31, 2024.

Recent legislative changes contained in Article 2 of De-
cree-Law No. 84 of June 17, 2025, modified the Italian tax
rules regarding the carryforward of tax losses. The changes ad-
just the criteria for losses influenced by recent payments and
contributions, and extend the loss-carryforward limitations to
companies receiving business contributions. The calculation of
the carryforward of losses is based on the net equity of the com-
pany reporting the losses. This can be calculated using one of
two methods:

(i) Estimated economic value of net equity: the estimated
economic value of a company’s net equity is expressed at
current values via a sworn appraisal prepared by a statu-
tory auditor. The prior rules have been simplified in that
contributions and payments received by a company in the
previous 24 months are no longer adjusted using a formula
based on the ratio of the economic value of the company’s
net equity to its book value. Instead, a reduction is applied
equal to twice the absolute value of the contributions. The
amount of losses that can be carried forward will there-
fore be equal to the estimated value of the company, minus
twice the contributions and payments made in the previous
two years and exclusive of payments made by public en-
tities. This eliminates the distorting effect in the previous
rule whereby an increase in assets could lead to the elimi-
nation of the net losses that could be carried forward.

(ii) Book value from the financial statements: if the com-
pany chooses to forego an appraisal, the limit is represent-
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ed by the net book value shown in the last financial state-
ments finalized on or before the date on which the losses
were incurred. The amount would be net of contributions
and payments made in the previous 24 months and would
exclude public contributions.
This reinforces the principle that only tax losses related

to a company’s independent and historical production capacity
can be carried forward. The purpose of the provision is to limit
the utilization by a profit-making company of losses derived
from the acquisition of a loss-making company where there is
no actual continuity of the business of the loss-making compa-
ny.

2. Intra-Group Loss Carryforward

With the introduction of new Article 177-ter of the TU, the
limits and conditions applicable to the carryforward tax of loss-
es in the case of transfers of shares and changes of activity or
mergers and demergers do not apply to “intra-group losses” and
“pre-entry losses” (i.e. losses that can be utilized by a compa-
ny prior to its entry into a group and can continue to be utilized
once the company joins the group) where such transactions oc-
cur within the same group.

On June 27, 2025, the Ministry of Economy and Finance
issued the implementation rules for this exemption. The Decree
specifies that the general limitations on the carryforward of tax
losses provided for in Articles 84, 172, and 173 of the TU will
not apply to restructuring operations (such as mergers or share
transfers) with respect to a qualifying business conducted with-
in the same corporate group.

The exemption will apply where losses are incurred:

(i) During tax periods in which the companies involved
were already members of the same group; and/or

(ii) In earlier periods that were subject to loss carryforward
restrictions, either when the loss-making company entered
the group or subsequently.
The Decree sets out the conditions for determining group

membership and specifies how various categories of losses are
to be treated to ensure business decisions continue to be made
based on their economic merits rather than tax considerations.
The Decree also provides that the exemption extends to the car-
ryforward of excess non-deductible interest expenses and ex-
cess allowances for corporate equity (ACE).

Limitations apply with respect to the carryforward of loss-
es by companies subject to transparency taxation (see V.B.6.,
above). Tax losses that are attributed for transparency purposes
may be carried forward only to offset income attributed for
transparency purposes by the company in the five tax periods
following that in which the losses were incurred.

I. Tax Rates and Calculation of Taxable Income

As of January 1, 2017, the corporate income tax (IRES)
rate remains 24%.858 Credit is allowed for taxes withheld at
source on income included in aggregate income (see also V.H.,
above).

858 TU, Art. 77.

J. Assessment and Filing

1. Filing Deadlines

The deadlines for the filing of a company’s tax returns are
as follows:859

(i) Corporate tax return (IRES and IRAP): for 2025 in-
come reporting, the tax return of companies on a calendar
tax year must be filed no later than the last day of the
10th month after the close of the tax year, i.e., October 31,
2026, which falls on a Saturday and thus the return may
be filed by November 2, 2026.860 A company that does not
have a tax year coinciding with the calendar year must file
the return no later than April 15, 2025;861

(ii) Annual VAT return: by April 30;862 and

(iii) Withholding tax return (semplificato): for 2025, the
return must be filed by no later than November 2, 2026
(the October 31 deadline falls on a Saturday).863

Civil penalties for failure to remit withholding tax pay-
ments are levied at a rate of 25% of the unpaid amount (reduced
from 30% by the 2024 reform). Failure to file the return attracts
a fixed penalty of 120% of the taxes due, with a minimum
penalty of 250 euros. Criminal sanctions are triggered if the
failure to pay over withholding tax payments exceeds 150,000
euros per tax year.864

2. Simplification Measures

In recent years, Italy has been working on simplifying the
tax filing process. It began by making available on-line pre-pre-
pared 730865 tax forms with information taken from taxpayers’
tax accounts. A taxpayer could then accept the information or
make changes to the form and file the return. For the 2024 fil-
ing year, the Tax Agency expanded the list of taxpayers eligi-
ble to use the simplified form to all taxpayers, thus encompass-
ing taxpayers who also have capital income, including capital
income from foreign sources, if they are subject to substitute
taxation. Taxpayers will also now be able to request refunds
through their forms 730 even where tax was withheld by a with-
holding agent.

3. Payments and Offsets

The first estimated tax payments for IRES and IRAP are
due by June 30 for companies with a calendar year tax year, and
by the last day of the sixth month following the year in which
the tax period is closed for companies that do not have a calen-
dar year tax year.

859 Law No. 248 of Aug. 4, 2006, Art. 37.
860 DPR No. 322, July 22, 1998, Art. 4 (3-bis).
861 DPR No. 322, July 22, 1998, Art. 2; see also Law No. 205, Dec. 27,

2017, Art. 1 (932); Law No. 244 of Dec. 24, 2007, Art. 1 (43–45); D. Lgs. No.
13, Feb. 12, 2024, Art. 13 (1) (b).

862 DPR No. 322, Art. 8 (1), as amended by DL No. 193, Oct. 22, 2017, Art.
4 (4)(c), converted into law by Law No. 225, Dec. 1, 2016.

863 D. Lgs. No. 471, Dec. 18, 1997; D. Lgs. No. 74, March 10, 2000, Art.
10-bis as amended by D. Lgs. No. 87, June 14, 2024, Art. 1 (1), (b).

864 D. Lgs. No. 108, Aug. 5, 2024, Arts. 2 (6), 4 (1).
865 Form 730 is generally used by individuals with only employment or pen-

sion income.
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The second estimated tax payment is due by no later than
November 30, for those companies with a calendar year tax
year, and by the last day of the eleventh month following the
year in which the tax period is closed for companies that do not
have a calendar year tax year.866

The balance due is generally to be paid when the first es-
timated tax payment is paid. For companies that have a provi-
sion in their charter that allows them to approve their annual
accounts later than four months after the close of their tax year
then the income tax balance must be paid by no later than the
last day of the month following approval. Thus, if a company
must approve its balance sheet by no later than June 30, it must
pay the tax due by July 31. Beginning in 2024, the deadline for
filing the annual IRES and IRAP returns has been moved to
October 31 of the following year (or the end of the tenth month
following the tax year-end).867

All companies and other organizations subject to IRES
may offset overpayments for a previous tax year against
amounts due for the next tax year (known as vertical compen-
sation). These taxpayers may also offset overpayments of other
taxes to various government agencies against amounts due for
IRES as well as to those other agencies. Thus taxes, social se-
curity contributions and other sums due to the national and re-
gional governments and social security agencies can be offset
by credits accrued with the same administrations in the same
period, shown on the returns and periodic reports filed by the
taxpayer. Effective January 1, 2026, horizontal offsets are pro-
hibited if the taxpayer has over 50,000 euros in outstanding tax
roll debts (reduced from 100,000 euros).868 The offset compu-
tation must be filed on Form F24. Depending on taxes being
offset, the maximum offset is 2 million euros per tax period, in-
cluding any refund requested by the taxpayer.869

Failure to pay VAT of 250,000 euros or more, or the off-
setting of non-existent tax credits in excess of 50,000 euros will
result in criminal sanctions.870

Payments of IRES and IRAP are due prior to or upon the
filing of the annual return. Advance payments equal to 100%
of the previous year’s tax must be paid, 40% of which is due
earlier when the prior year’s return is filed.871 The remainder is
due in November, in the case of companies using a calendar
year accounting period, or in the eleventh month of the fiscal
year in the case of non-calendar year companies. In calculating
advance tax, deductions are allowed for tax credits and taxes
withheld at source. Payments may be based on 100% of esti-
mated tax liability for the current year.872

866 DPR 435, December 7, 2001, Art. 17 (b).
867 D.P.R. No. 322, July 22, 1998, Art. 2 as amended by D. Lgs. No. 1, Jan.

8, 2024, Art. 11 and D. Lgs. No. 108, Aug. 5, 2024, Art. 2 (1).
868 Law No. 199, Dec. 30, 2025, Art. 1 (11).
869 D. Lgs. No. 241, July 9, 1997, Art. 17, as amended by Law No. 388, De-

cember 23, 2000, Art. 34(1) and DL No. 223, July 4, 2005, Art. 35, as amended
by Law No. 234, December 31, 2021, Art. 1 (72).

870 D. Lgs. No. 74, March 10, 2000, Arts. 10 ter and 10 quater, as amended
by Law No. 248, August 4, 2006, Art. 35(7) and further amended by Art. 1 (2)
(c), D.Lgs. No. 87, June 14, 2024.

871 DL No. 76, June 28, 2013, Art. 11 (18).
872 The levels of advance payment of the corporate income tax (imposta sul

reddito delle società, IRES) and the regional tax on productive activities (im-
posta regionale sulle attivià produttive, IRAP) were fixed by Law No. 311, De-
cember 30, 2004, Art. 1 (51), (301).

Beginning with the 2016 tax year, assessment notices re-
garding income tax may generally be given by the tax author-
ities to the taxpayer by December 31 of the fifth calendar year
following that in which the income tax return was filed. When
no return is filed, assessment notices may be given until De-
cember 31 of the seventh calendar year following that in which
the return should have been filed.873 However, in certain in-
stances, where there are violations for which a prosecutor is re-
quired to file criminal charges, such as when false invoices are
issued or accounting documents are destroyed, an assessment
can be given by December 31 of the seventh calendar year in
which the tax return was filed.874

K. Audits and Cooperative Compliance

There are general guidelines as to the frequency of tax au-
dits. Generally, large companies (those with an annual turnover
of approximately 25 million euros or more) can expect to be
subject to an audit every two years, while other companies can
expect an audit every four years. Tax audits and tax assess-
ments can be carried out by either the Guardia di Finanza (Tax
Police) or by Agenzia delle Entrate (Tax Office) inspectors. A
tax audit can take place at the offices of the taxpayer or at the
offices of the body carrying out the audit. The authorities have
60 working days, to which an additional 60 day-period can be
added, in which to complete the audit, barring exceptional cir-
cumstances. At the end of the audit, the auditors will draw up a
report which is transmitted to the Tax Office. If the report de-
termines that additional taxes are due, the Tax Office will then
issue an assessment based on the report.

As of 2015, the introduction of the “cooperative compli-
ance” procedure allows taxpayers to cooperate and exchange
information with the tax authorities to resolve in advance any
challenges by the tax authorities against positions taken by a
taxpayer. Taxpayers eligible to participate in this procedure are
resident and nonresident companies that have an effective in-
ternal system to detect, measure, manage, and monitor tax risk
that have been certified by a qualified professional and that
meet one of the following requirements:

(i) Have a turnover for tax years 2022 and 2023 of at least
1 billion euros; beginning in 2024 the turnover require-
ments have been reduced to 750 million euros, with a fur-
ther reduction in 2026 to 500 million euros and in 2028 to
100 million euros;875

(ii) Have filed petitions for tax rulings on new investments
and have indicated an intent to follow the ruling of the tax
authorities; or

(iii) Regardless of the volume of business or revenues, are
part of a VAT Group that has already been admitted to the
procedure.876

873 DPR No. 633, October 26, 1972, Art. 571 (1).
874 DL No. 223, July 4, 2006, Art. 37(25). See DPR No. 633, October 26,

1972, Art. 57; D. Lgs. No. 74, March 10, 2000.
875 D. Lgs. No. 221, Dec. 30, 2023, Art. 1(d) amending D. Lgs. No. 128,

Aug. 5, 2015, Art. 7. The gradual reduction of the threshold is part of the legis-
lation passed on August 9, 2023 that has enabled the Government to pass leg-
islative decrees to reform the tax system.

876 D. Lgs. No. 128, Aug. 5, 2015, implementing Law No. 23, Mar. 11,
2014, Art. 2 (5), (6), (8); see also Decree of the Ministry of the Economy and
Finance of January 31, 2022.
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Taxpayers participating in this program are required to
maintain their oversight system and make any changes required
by the tax authorities; maintain cooperative, transparent behav-
ior, providing timely notice to the authorities of any risks and
transactions that are tax aggressive; respond in a timely manner
to any requests made by the tax authorities; and promote com-
pany culture based on the principles of honesty, accuracy, and
respect for the law.

Cooperative compliance is effective as of the tax year un-
derway at the time of the application to participate and is tac-
itly renewed until revoked by the company, or until the tax au-
thorities remove the company from the program for failure to
maintain adequate or effective oversight; or for three tax years
if turnover is significantly lower than the threshold required.

Before filing their annual returns, companies participating
in the compliance program will their review positions taken
therein that carry a degree of tax risk. If the company notifies
the tax office of a risk and the authorities do not agree with
the position taken, the penalties will be reduced by half. Col-
lection will also be suspended until the assessment is final and
the company will also be permitted to amend its return, with a
further reduction in any penalties levied.877 One of the principal
benefits for taxpayers participating in the cooperative compli-
ance program is a reduction in the statute of limitations for as-
sessment by two years. The cooperative compliance may also
apply to tax years prior to access to the program with a 50% re-
duction of penalties for any risk communicated within 120 days
from admission to the program.878

There is also an option for smaller companies to enter into
an arrangement for a two-year definition of the taxable base for
income and IRAP tax purposes, provided they adopt a system
for detecting, measuring, managing and controlling tax risk and
provide this to the tax authority. The option will be tacitly re-
newed at the end of the two-year period.879

L. Convenience Companies

Italy has legislation that targets tax avoidance through the
use of corporations, partnerships and foreign entities deemed
to be “convenience companies” (società di comodo). A Società
per Azioni (SpA), an Srl, a partnership and various kinds of
nonresident entities are deemed to be convenience companies
if they have total gross receipts in the last three fiscal years of
less than:

(i) 1% of investments;

(ii) 3% of fixed assets, including those used in leasing;

(iii) 2.5% of property used for office space;

(iv) 2% of residential real estate purchased or revalued in
the tax year and the two preceding years;

(v) 6% commercial maritime vessels, excluding pleasure
crafts; or

(vi) 15% to other fixed assets.880

877 D. Lgs. No. 128, Aug. 5, 2015, implementing Law No. 23, Mar. 11,
2014, Art. 2 (5), (6), (8).

878 D. Lgs. No. 128, Aug. 5, 2015, Art. 6 (3-ter).
879 Law No. 111, Aug. 9, 2023, Art. 1 (g), (1.9.4).
880 D. Lgs. No. 13, Dec. 13, 2024, Art. 20.

These percentages, are reduced to 0.5% if the company is
located in a municipality having fewer than 1,000 residents.881

The taxable income of such companies for IRES and IRAP pur-
poses will be presumed to be the sum of the following:

(i) 0.75% of investments;

(ii) 2.385% of the value of fixed assets;

(iii) 2% of the value of property used for office space;

(iv) 1.5% of the value of residential real estate purchased
or revalued in the fiscal year and the two preceding years;

(v) 0.45% of the value of real estate located in municipali-
ties with less than 1,000 inhabitants;

(vi) 4.75% of the value of commercial maritime vessels,
excluding pleasure crafts; and

(vii) 12% of the total value of other fixed assets, including
leased property.
For VAT purposes, convenience companies may not offset

tax credits,882 may not obtain a refund, and may not assign the
tax credit resulting from the Annual VAT return.

Included in the brief list of companies excluded from the
application of the law are: companies in their first fiscal year;
innovative start-up companies during the start-up phase (gener-
ally a four-year period); companies, including controlling com-
panies, traded on regulated Italian and foreign markets; com-
panies under special bankruptcy administration; and companies
required by law to carry out business in a corporate form. Other
companies that are not subject to the convenience company tax-
ation regime include, inter alia, those that in the two previous
tax periods never had fewer than 10 employees and companies
whose total revenue exceeds the amount of their total assets.883

Generally, all other companies must show that “objective extra-
ordinary circumstances” prevented the achievement of the min-
imum level of revenue required by the law. If these circum-
stances exist, the company may request that the tax rules under
Article 37-bis, (8) of Presidential Decree No. 600/73 not be ap-
plied.884

The 2011 legislation providing for additional measures for
financial stability has sharply increased the IRES rate applied
to convenience companies by increasing the corporate income
tax rate by 10.5%, making the applicable tax rate for these com-
panies 34.5%.885

Moreover, the definition of a convenience company was
subsequently broadened to cover companies that would not
have fallen within the parameters of the law but that were in
what is defined as a “systemic loss” positions and thus:

(i) Filed tax returns showing losses for five consecutive
years; or

881 DL No. 41, Feb. 23, 1995, Art. 27, as amended by DL 223/2006, as con-
verted with amendments by Law No. 248, Aug. 4, 2006; Law No. 296, Dec. 27,
2006.

882 D. Lgs. No. 241 July 9, 1997, Art. 17.
883 Law No. 244 of Dec. 24, 2007, Art. 1(128).
884 DL No. 41, Feb. 23, 1995, Art. 27 as amended by DL 223/2006 and con-

verted with amendments by Law No. 248 of Aug. 4, 2006, the exclusion for a
company in liquidation has been repealed. See also Art. 1 of Law 296/2006 and
Ministerial Circular No. 5/E, Feb. 2, 2007.

885 DL No. 138, Aug. 13, 2011, Art. 2(36-quinquies); TU, Art. 75.
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(ii) For four consecutive years filed returns showing losses
and in one year reported income lower than the percent-
ages shown above used to calculate taxable income for
convenience companies.886

Both the increased rate and the broadened definition ap-
plied as of the fiscal year following that in progress on Septem-
ber 17, 2011, the date the law entered into effect.887

Decree Law No. 73 of June 21, 2022,888 repealed the pro-
visions regarding companies in systemic loss positions with ef-
fect from tax year 2022. Thus, in 2023, when corporate tax re-
turns will be prepared for tax years beginning in 2022, those
companies that would have previously satisfied the systematic
loss criteria (because they incurred losses from tax years 2017
through 2021) will not be considered convenience companies
for tax purposes.

M. Trusts

Although a trust may be created in Italy, it will be gov-
erned under foreign law because the legal concept of a trust has
not been adopted under Italian law. Trusts have been recog-
nized in Italy since the Law of October 16, 1989, N. 364, rati-
fying the Hague Convention, which came into force on January
1, 1992, and are taxed both on creation and over their lifetime.

On the creation of a trust, either during the lifetime of the
settlor or under the terms of a will, inheritance or gift tax will
be due (see IV.D., above). Registration tax will also be due, as
well as indirect transfer taxes on the transfer of any real prop-
erty to the trust.

During the lifetime of the trust, two additional factors will
determine how the income of the trust will be taxed. The first
is residence and the second is transparency.

Resident trusts are taxable in Italy on their worldwide
income. Nonresident trusts are taxable only on their Italian-
source income. Residence in Italy for tax purposes is defined
as having a registered office, a management office or the main
business purpose in Italy.889 Further, a trust will be deemed to be
a resident in Italy when it is not created in a country with which
Italy has an exchange of information arrangement and either:
(i) at least one of the beneficiaries and one of the settlors is a
tax resident of Italy; or (ii) after the trust is created, an Italian
resident transfers real property to it, or grants or transfers rights
in real property to it.890

Transparent trusts are trusts that have an identified benefi-
ciary in the trust deed; trusts whose beneficiaries are not iden-
tified are nontransparent. The income of a nontransparent trust
is taxed directly at the trust level at the IRES rate of 24%.

In the case of a transparent trust, the beneficiaries are
taxed using a look-through taxation method, with the income
being attributed and taxed in the beneficiaries’ hands annually
in proportion to their respective shares, regardless of the
amount of income actually distributed. Where the beneficia-

886 DL No. 138, Art. 2(36-decies).
887 DL No. 138, Art. 2(36 novies).
888 DL No. 73, June 21, 2022, Art. 9 as converted into law by L. No. 122,

August 4, 2022, Art. 1(1).
889 TU, Art. 73.
890 TU, Art. 73 (3).

ries’ shares cannot be determined, the income is divided equal-
ly among them.

The law also recognizes that, for tax purposes, a trust also
can be treated as both transparent and nontransparent. This oc-
curs when the trust deed provides for only a portion of income
to be assigned to the beneficiaries and a portion is retained by
the trust. The portion of income assigned to the beneficiaries
is taxed to each beneficiary at his/her personal income tax rate,
while the accumulated profits are subject to IRES at the trust
level.

Trusts that do not carry on business in Italy but only have
investment income from certain securities are not subject to the
transparency regime but are subject to a flat tax by way of with-
holding at source at the rate of either 12.5% (state bonds) or
26%.

N. Tonnage Tax

The 2003 Reform introduced an optional tonnage tax
available to shipping companies,891 thereby bringing Italian tax
law in this sector in line with the majority of EU Member States
and favoring the return of cargo tonnage to Italian flagged
ships. The European Commission extended Italy’s tonnage tax
option through to January 13, 2034, after amendments Italy
made upon the request of the Commission.

Taxpayers permitted to use this system are resident and
non-resident maritime companies operating in Italy through a
permanent establishment using vessels listed on the Interna-
tional Register with a net displacement of over 100 tons and
engaged in the transport of cargo or passengers, rescue oper-
ations, or towing and high seas assistance. The flat tax base
covers those activities conducted on board the vessel that are
directly connected, instrumental to or complementary to the
foregoing. For the purpose of determining the flat-rate taxable
amount days of non-use due to maintenance, ordinary or extra-
ordinary repair, modernization and transformation of the ship,
as well as the days on which the ship is in temporary lay-up or
is leased on a bare hull basis are included. Prior to the amend-
ment these days had been excluded.892

Capital gains or losses arising from the transfer of ships
that have been acquired by a company while under the tonnage
tax regime are also deemed to be included in tonnage tax in-
come. However, if a taxpayer sells a vessel already owned pri-
or to opting for the tonnage tax, the capital gain is added to its
taxable income. In this instance, the gain is equal to the lower
of (i) the difference in the market value of the vessel and its un-
depreciated cost, recorded on the last day of the year preceding
the one in which the option was exercised, and (ii) the differ-
ence between the consideration received and the undepreciated
cost at the time of the sale. The taxable amount cannot be low-
er than the “net latent capital gain,” calculated as the difference
between the market value of the vessel and the undepreciated
cost of the same before the tax period in which the option is
exercised and decreased by the tonnage income determined up
to the transfer.893 Losses can no longer be used to offset the in-
come under the flat tax.

891 TU, Arts. 155–161.
892 TU, Art. 156, as amended by D. Lgs. No. 192, Dec. 23, 2024, Art. 19(2).
893 TU, Art. 158.
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Taxable income is calculated on a flat, unitary, and daily
basis for each vessel, as shown below.

(i) Depending on the tonnage levels, the following fixed
amounts are determined:894

Net Displacement TonnageNet Displacement Tonnage Euros per TonEuros per Ton

From 0 to 1,000 0.0090

From 1,001 to 10,000 0.0070

From 10,001 to 25,000 0.0040

Over 25,001 0.0020

Bare boat charters are excluded from the scheme. The
election to apply the tonnage tax regime is to be made for all
qualifying vessels of a company or group.

The tonnage tax option is valid for 10 years, can be tacitly
renewed and requires Italian cadet officials to be trained at the
expense of the shipping companies.

O. Transactions Involving Residents of Tax Havens

Italy has re-visited the deductibility of expenses and other
negative components of income derived from transactions with
companies resident in non-cooperative jurisdictions for tax pur-
poses. Expenses may now be deducted up to a limit based
on the “normal value”895 of the relevant goods and services,
with expenses in excess of such normal value being disallowed.
However, if the Italian resident company can demonstrate that
the relevant transactions with the foreign company correspond
to a real economic interest and are properly executed, the de-
duction will be fully allowed.896 The limitation does not apply
to transactions with subsidiaries within the scope of the Italian
CFC regime. However, it does apply in relation to payments for
services rendered by professionals resident in jurisdictions that
are not a part of the EU and whose tax regimes are considered
to constitute tax havens.

Italy has only one “black list” which is used to presump-
tively determine tax residence in Italy for individuals who
transfer their residence to one of the nations or territories in-
cluded in the list.897 In all other cases in which the tax law
makes reference to a tax haven, or country with a “privileged
tax regime,” the definition used to determine the tax treatment
of the transaction is the definition used for residents undertak-
ing operations with their controlled foreign company.898 Thus, a
tax haven country is one in which the effective rate of taxation
is less than 50% of Italy’s taxation and more than one-third of
its income is from passive income.899

894 TU, Art. 156.
895 TU, Art. 9(3) defines normal value “as [the] average price charged for

goods of the same or similar type in conditions of free competition and at the
same stage of marketing, in the time and place where the goods are acquired.”

896 Law No. 197, December 29, 2022 Art. 1 (84–86).
897 TU, Art. 2 (2-bis); DM March 30, 2015, contains the “Black List” coun-

tries for this purpose.
898 TU, Art. 167; see also Circular No. 35/E, August 4, 2016.
899 TU, Art. 167 (4)(a)–(b).

Resident taxpayers with VAT numbers are no longer re-
quired to report purchases or sales of goods or services with
black list countries.

P. Controlled Foreign Companies

Rules adopted in 2000900 apply to a foreign corporation
that is controlled directly or indirectly (as defined under Article
2359 of the Civil Code), including through a trust or intermedi-
aries, by resident taxpayers; or if more than 50% of the foreign
company’s profits is held either directly or indirectly (as de-
fined under Article 2359 of the Civil Code) by resident taxpay-
ers, including through a trust or intermediaries. In accordance
with this provision, income earned by the foreign corporation
will be attributed to the Italian resident taxpayers (including in-
dividuals) in proportion to their holdings in the foreign corpo-
ration, unless:

(i) The foreign corporation carries on an “actual industrial
or commercial activity;” or

(ii) The resident taxpayer does not attain through its share
participation the objective of placing its earnings in spe-
cific territories for purposes of enjoying special tax privi-
leges.
Through December 31, 2017, dividends distributed by the

CFC were generally subjected to full IRES taxation.901 The
2018 Budget Law amended TU Article 167 to provide that 50%
of dividends distributed by companies in countries with a priv-
ileged tax system will be excluded from the tax base of the
Italian company receiving the dividends for IRES purposes, if
it can be shown that the foreign company actually carries out
a business activity in the country in which it is organized.902

The 2018 Budget Law has also provided for a transitional peri-
od for dividends accrued in previous fiscal years, which would
otherwise be subject to full IRES taxation. Thus, dividends re-
ceived after December 31, 2014, but accruing prior to that year
while the foreign company was not resident in a country with
a privileged tax system, are deemed not to have arisen in a tax
haven. Dividends accruing in a tax year following the tax year
in progress on December 31, 2014, but while the foreign com-
pany was not resident in a country with a privileged tax system,
will not be treated as having arisen in a country with a privi-
leged tax system even if paid in a year in which the CFC is res-
ident in such a country. In these two instances, 95% of those
dividends will be exempt from IRES taxation.

In order to align the minimum level of CFC taxation with
minimum global taxation under Pillar 2, at the end of 2023 leg-
islation that amended TU Article 167 was passed to simplify
the calculation of the effective tax rate provided that the finan-
cial statements of the foreign-controlled entity are audited and
certified by licensed professionals in that foreign country.903 As
revised, TU Article 167 classifies foreign entities as residents
of a country with a privileged tax system if an entity’s effective
rate of taxation is less than 15%. This is based on the ratio be-
tween the sum of current taxes and deferred tax assets and lia-
bilities entered in the subsidiary’s financial statements and pre-

900 Law No. 342, November 21, 2000; TU, Art. 167.
901 TU, Art. 89 (3).
902 TU, Art. 167 (4-quarter), (5).
903 D. Lgs. No. 209 of December 27, 2023.
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tax earnings. The simplification will avoid the complex calcu-
lation of the virtual domestic taxation of the foreign entity un-
der Italy’s tax rules and the need then to compare this with the
actual level of foreign taxation.

When verifying the actual taxation of a foreign entity, the
equivalent domestic minimum tax (QDMTT) that may have
been paid by the foreign entity in accordance with the local
global minimum tax rules must also be taken into account.904

Decree Law 84 of June 17, 2025 amends Article 167 of
the TU and clarifies how QDMTT is to be attributed to CFCs
for purposes of the CFC effective tax rate test. It simplifies the
calculation of the attributable QDMTT by providing that, in the
first instance, the method used should take into account the al-
location methods prescribed by the QDMTT/CFC jurisdiction.
If no such method exists, the QDMTT should be apportioned
by reference to the ratio of the CFC’s income to the aggregat-
ed income of all group entities in the QDMTT/CFC jurisdiction
that are part of the same blending group for Pillar Two purpos-
es. This simplification avoids the complex calculation of the
“virtual” domestic taxation of the foreign entity in accordance
with Italian tax rules and its subsequent comparison with the
actual level of foreign taxation, provided the relevant CFC con-
ditions are fulfilled. The method may only be used when the fi-
nancial statements of the foreign-controlled company are audit-
ed and certified by licensed professionals in the foreign country
concerned.

As an alternative to calculating the level of effective taxa-
tion, a controlling company may opt to pay a substitute tax of
15% of its net accounting profit for the year, without factor-

904 TU, Art. 167 (4-bis).

ing in taxes that contributed to determining that profit, write-
downs of assets or provisions for risks. The substitute tax op-
tion is irrevocable for three years and is automatically renew-
able. The option must be exercised by the ultimate controlling
Italian company and also extends to subsidiaries acquired in
any capacity during the period when the option is effective.905

Additionally, it follows the “all in/all out” rule, meaning that
the optional regime applies to all CFCs that earn passive in-
come constituting at least one-third of their total income. The
substitute income tax rate is consistent with the “threshold rate”
provided for by the Pillar Two rules.906 This option prevents
the foreign subsidiary’s income from being imputed based on
transparency, without requiring verification or demonstration
of actual economic activity. The Italian Tax Agency has now
made it clear that a credit for taxes paid abroad by a nonresident
subsidiary whose income has been subject to the substitute tax
cannot be used as a tax credit. Further, net profit subject to the
substitute tax is excluded from the income tax base of the con-
trolling shareholder when the shareholder receives the relevant
income.907

The 15% alternative tax under the CFC rules cannot be de-
ducted from a company’s taxable income for IRAP purposes.

The CFC regime applying to foreign entities, as well as the
benefits of opting for the substitute tax, must always be con-
sidered in conjunction with the rules set out in Articles 89 and
47-bis of the TU, which address taxation of dividends from en-
tities that are resident or located in countries or territories with
privileged tax regimes.

905 Tax Agency provision No. 148 of April 20, 2024.
906 TU, Art. 167 (4-ter).
907 Tax Agency provision No. 148 of April 20, 2024.
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VI.VI. Taxation of Foreign CorporationsTaxation of Foreign Corporations

A. What Is a Foreign Corporation?

Corporate income tax is imposed on any income derived
from within Italy by nonresident entities, whether or not such
entities have legal personality, including trusts (see V., above.)
and partnerships, the income of which is attributed to the indi-
vidual partners.

Until December 31, 2023, corporate residency was deter-
mined by the absence in Italy of a company’s legal headquar-
ters, principal place of business and business purpose of that
entity. However, as of January 1, 2024, corporations that do not
have a registered office, a place of effective management or a
place of day-to-day management in Italy for the greater part of
the year do not have residency in Italy for tax purposes. This
change brings Italy’s corporate tax residency rules in line with
international practices and provisions of tax treaties to prevent
double taxation.

Under current Italian tax law, a nonresident company is al-
ways defined as a corporation regardless of how it may be clas-
sified in its own jurisdiction. Among the general principles pro-
vided by Law No. 111 of August 9, 2023, this presumption will
be reviewed so that the characterization of the local jurisdiction
is taken into consideration.

B. Determination of a Permanent Establishment

1. In General

The determination of what is income derived in Italy de-
pends on whether the nonresident company has a permanent es-
tablishment in Italy. The domestic notion of permanent estab-
lishment, as provided for by Article 162 of the TUIR, includes
two distinct definitions: (i) the fixed place of business or “ma-
terial” permanent establishment and (ii) the agency or “person-
al” permanent establishment.

2. Definition of Permanent Establishment

The domestic definition of permanent establishment (PE),
as provided in TU Article 162, is used where there is no tax
treaty between Italy and the country in which the nonresident
corporation is incorporated, or the definition in the TU is more
favorable for the nonresident corporation than the definition in
the treaty.

The 2018 Budget Law908 broadened the definition of a PE
as part of Italy’s efforts to tax the services provided by MNEs
in the digital economy as well as to address tax avoidance
strategies designed to prevent the establishment of a PE, as ad-
dressed in Action 7 of the OECD Base Erosion and Profit Shar-
ing (BEPS) project, also known as the anti-fragmentation rule.

The 2023 Budget Law909 made additional changes to the
domestic definition of a PE to carve out an exclusion under cer-
tain circumstances for nonresident investment vehicles with as-
set managers in Italy.

908 Law No. 205, December 27, 2017, Art. 1 (997)–(998).
909 Law No 197, Dec. 29, 2023, Art1. (255).

The Article 162 definition before and after Law No. 205
amendments as well as the change made by the 2023 Budget
Law are set out below.

a. Fixed Place of Business

A place of management, an office, a branch, a factory, a
workshop, a mine, an oil or gas well, a quarry or other place for
extracting natural resources were all that were and still are con-
sidered to create a PE. This evaluation looks to a fixed or mate-
rial presence in Italy. Nevertheless, a foreign corporation could
show that it did not have a fixed place of business if the activity
carried out there was preparatory or ancillary to the core busi-
ness of the foreign corporation. Article 162 specifically pro-
vides the following exemptions:

(i) The facility was being used only for the storage, display
or delivery of the company’s goods;

(ii) Maintaining a stock of the company’s goods in the fa-
cility was solely for the purpose of its processing by an-
other company;

(iii) The stock of the company’s goods kept at the facility
was solely for the purpose of storage, display or delivery;

(iv) The fixed place of business was only for the purpose
of purchasing goods or for gathering information for the
foreign corporation; or

(v) The fixed place of business was for ancillary or
preparatory activities, or was used only for the purpose of
a combination of the activities listed at (i) to (v) provid-
ed that, in their totality, the activities have a preparatory or
ancillary nature.
The 2018 Budget Law anti-fragmentation provision mod-

ified Article 162 so that, in order for the exceptions, or even a
combination of the exceptions, to be applicable, even with re-
spect to their totality, the activities must be preparatory or an-
cillary with respect to the business in its entirety.910 Further, Ar-
ticle 162 now provides that a PE may also be created where
there is a significant or continuous economic presence in Italy,
when it is constructed in such a way to not have a physical pres-
ence in Italy.911 The purpose of this condition is to trigger a tax-
able presence of an otherwise nonresident digital company in
Italy (See risk assessment below).912

b. Agency Arrangements

The activities of an agent have always had the ability to
constitute a PE where the agent habitually concluded contracts
on behalf of the foreign corporation, unless the contracts were
simply for purchasing goods, or where the party that concluded
the contracts was either a broker, general commission agent, or
an independent agent acting in the ordinary course of business.
This definition has been amended to provide that a foreign cor-
poration will have a PE where the agent habitually concludes
contracts that are in the name of the corporation and routinely

910 TU, Art. 162 (4) (f); 4-bis.
911 TU, Art. 162 (2)(f-bis), as amended by Law No. 205, Dec. 27, 2017, Art.

1(1010)(a).
912 Prior to January 1, 2018, Article 162 provided that the presence of

processors and supplementary equipment for the collection and transfer of data
in order to sell goods and servers in Italy was not sufficient to constitute a PE.
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approved by the corporation without amendment; or are for the
transfer of ownership, or the right to use company owned prop-
erty or property the company has a right to use; or is for the pro-
vision of the company’s services.913 However, if the contracts
signed by the agent on behalf of the foreign corporation are lim-
ited to the activities listed at (i) to (iv) at VI.B.2.a., above, a PE
will not be constituted.914

The exception which provided that an agent acting as an
independent party in the course of business will not constitute
a PE still exists, but has been limited so that, where that agent
acts almost exclusively for one or more entities closely related
to the foreign corporation, the agent will not be considered an
independent party with respect to the foreign corporation.915

For this purpose, an entity is considered closely related to
a company if, taking into consideration all the facts and circum-
stances, one party controls the other, or a third party controls
both. The required degree of control occurs when a party has
more than a 50% interest, directly or indirectly, in the other; if
that party is a company, it is closely related where it possesses
more than 50% of the voting rights or capital. In the case where
a third party has control of both, the third party must hold, di-
rectly or indirectly, more than 50% of the entity, and if the third
party is a company, it must possess more than 50% of the vot-
ing rights or capital.916

However, an exclusion to prevent the finding of a PE un-
der certain conditions was introduced for nonresident invest-
ment vehicles with asset managers in Italy.

An asset manager is defined as an individual or an entity
which, in the name of or on behalf of a foreign investment vehi-
cle (including its direct or indirect subsidiaries), habitually con-
cludes contracts or negotiations, or assists, including through
preliminary transactions, with the purchase or sale of financial
instruments, even if using only discretionary powers to do so.917

An asset manager, which can be either an Italian resident
or a nonresident entity operating through an Italian PE, will not
be considered to be an agent within the meaning of TU, Art.
162 provided that: (i) the nonresident investment vehicle, in-
cluding its direct or indirect subsidiaries, is located in a state
that allows for an adequate exchange of information with Italy
(i.e., a white list country); (ii) the investment vehicle qualifies
as an independent vehicle, looking to the characteristics of the
investment vehicle itself (i.e., a plurality of investors and be-
ing subject to supervision) rather than to the object of its in-
vestments; (iii) the investment manager meets independence re-
quirements; and (iv) the compensation of the asset manager is
calculated at arm’s length and is properly documented.918 How-
ever, with respect to condition (iii), above, there are two ele-
ments: first, the manager cannot have a position in the manage-

913 TU, Art. 162 (6), as amended by Law No. 205, Dec. 27, 2017, Art.
1(1010)(b).

914 TU, Art. 162 (6), as amended by Law No. 205, Dec. 27, 2017, Art.
1(1010)(b).

915 TU, Art. 162 (7).
916 TU, Art. 162 (7-bis), added by Law No. 205, Dec. 27, 2017, Art. 1(1010)

(b).
917 TU, Art. 162 (7-ter), new paragraph added by Law No. 197, Dec. 29,

2022, Art. 1(255).
918 TU, Art. 162 (7-quater), new paragraph added by Law No. 197, Dec. 29,

2022, Art. 1(255) See also Tax Agency Guidelines No. 68665/2024 of Febru-
ary 28, 2024.

ment or supervisory bodies of the foreign investment vehicle
(or of its direct or indirect subsidiaries), including through gen-
eral operational powers delegated by the board of directors; and
second, the manager cannot have an interest in the economic
outcomes of the investment vehicle greater than 25%.

Further, a nonresident investment vehicle will not neces-
sarily be held to have a “fixed place of business” available in
Italy based solely on the fact that a resident entity carries out an
activity, on its own premises and using its own staff, that may
provide a benefit to the foreign vehicle.919

C. Determination of Taxable Income

1. Income of a Permanent Establishment

The income of a foreign corporation with a permanent es-
tablishment (PE) in Italy is determined on the basis of the re-
sults of its economic and income statement. The PE attributable
income and its endowment fund will be established by the risks
it has assumed and the assets used by the PE and will be consid-
ered as functionally distinct and separate from the nonresident
foreign parent. Italy uses the two-step process of the OECD’s
attribution report to carry out this analysis. In step one, a func-
tional and factual analysis is completed. The operations and re-
sponsibilities of the PE are determined to assess the PE for tax-
ation as a separate entity. In step two, the arm’s length profit of
the PE by means of a comparability analysis.

The PE and its parent company are subject to corporate in-
come tax, IRES, and the regional tax on productive activities
(imposta regionale sulle attività produttive), IRAP. IRES is
levied on the business income of the PE produced during the
tax year at the rate of 24%. IRAP is a local tax on income that
is realized on productive activities within a regional territory of
Italy, the standard rate for which is 3.9%, but higher rates apply
to certain industries. To reduce their tax liability, taxpayers can
utilize the deduction for the Incentive for Economic Growth
(see V.C.4., above) and the foreign tax credit (see V.H., above,
and VII., below).920

a. Permanent Establishment Risk Assessment

In recent years, the Italian tax authorities have focused on
the use of digital presence to create a hidden PE. The tax au-
thorities have taken the position that computer servers that are
located in Italy for an indefinite period of time and used ex-
clusively by a foreign business constitute a PE.921 The Court of
Cassation, in case no. 5649 of March 20, 2015, stated that the
introduction of an IT system for data collection and processing
was not in and of itself a sufficient element to create a PE, but
through the use of the server the nonresident company must be
able to engage in wider marketing activity.

More recently, Netflix, the American video on-demand In-
ternet streaming service, came under investigation from the Mi-

919 TU, Art. 162 (9-bis), new paragraph added by Law No. 197, Dec. 29,
2022, Art. 1(255).

920 TU, Arts. 152 and 110.
921 Tax Agency Ruling 119 of 2007. In a private letter issued pursuant to

the request of a French company that offered on-line access to video games
through a server located in Italy and used exclusively for that purpose, the Ital-
ian tax agency found that a PE exists where a nonresident company does busi-
ness through a server of its exclusive use installed for an indefinite period of
time in Italy.
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lan prosecutor’s office for having a hidden PE in Italy. Netflix
had no employees, contact person or headquarters in Italy; its
content was developed outside of Italy, and it only broadcasted
in Italy through a network of servers and computers. However,
its network not only processed data but also processed the al-
gorithms that profiled customers and made specific sales offers
in Italy. The Italian tax authority asserted that Netflix was op-
erating in Italy through a hidden PE.922

Another risk factor to consider is a remote worker present
in Italy working for a nonresident company. The Italian tax au-
thority has noted that there is potential for a hidden PE with the
hiring of personnel living in Italy to work remotely from Italy
for a nonresident employer. The tax authority has also point-
ed out a correlation between the ever more prevalent use of re-
mote work by employees to also enable the growth of the digi-
tal economy.923 The length of time that the employee is present
and working remotely from Italy is also a risk factor.

Among the items to review when analyzing potential ex-
posure to the finding of a PE in Italy, companies in such cir-
cumstances should periodically assess their situation with the
following queries in mind:

i. Whether facilities in Italy are used for storage or deliv-
ery of its goods or for processing by another company;

ii. Whether stock in a facility is only for display storage or
delivery;

iii. Whether a place of business is used only to purchase
goods or gathering information;

iv. Whether the activities in question, carried out either re-
motely or through a place of business in Italy, are of an
ancillary or preparatory nature;

v. Whether the digital presence is only for data collection;

vi. Whether the remote individual worker is regularly
working from a fixed location in Italy;

vii. Whether the company also conducts business from a
fixed location in Italy;

viii. Whether the hardware and software used by the re-
mote worker are provided by the company;

ix. Whether revenue is generated by the remote employ-
ee’s activity in Italy;

x. Whether payments are received in Italy for the company
and whether there are financial transactions being handled
locally on behalf of the company;

xi. Whether research and development is being carried out
in Italy.
An affirmative answer to any of the above queries could

place a company at risk for a PE in Italy under current practice
trends.

922 Netflix settled the matter by paying a fine and subsequently incorporat-
ed a company in Italy to continue to do business in Italy.

923 See Circular No. 33/2020; Private Letter Ruling No. 596 of Sept. 16,
2021.

b. Permanent Establishment Risk Mitigation

The following are some steps nonresident companies can
take to mitigate their risk of having a PE in Italy:

i. Request an advance ruling. Before undertaking the ac-
tivity, a company with concerns that they may be at risk
for a PE may petition the Italy tax agency for an advance
ruling on the proposed activities.

ii. Use an Employer of Record (EOR) arrangement when
hiring local personnel. An EOR mitigates the PE risk since
the EOR is the legal employer and the nonresident com-
pany does not have to establish a presence in Italy. While
this approach mitigates the risk, it does not completely re-
move the risk of a PE. There is a consensus that when the
number of employees is limited and their activities are not
aimed at generating business in Italy but are for customer
service needs or data entry, the EOR approach will be suc-
cessful. However, when large numbers of employees are
sent over to Italy to develop the nonresident employer’s
business in Italy, the EOR approach may not provide a suf-
ficient shield.

iii. Use independent contractors and freelancers in Italy to
provide services to the nonresident company.

iv. Incorporate an Srl or SPA in Italy to do business.

2. Taxable Income of a Nonresident Corporation
Without a Permanent Establishment

a. General

A nonresident company without a PE is generally taxable
on all income it derives from within Italy, except for income
that has been already subject to a final tax. This income is com-
posed of income from land, interest, dividends, capital gains
and other income produced from investments in Italy.924 For
the rates of source country taxation applying to investment in-
come, services income and capital gains under Italy’s domestic
law and tax treaties and the context for the application of those
rates, see the Withholding Tax Chart.

For a noncommercial, nonresident entity, tax is imposed
only on income from capital, income from occasional commer-
cial activity, and income from land and buildings.925

b. Nonresident Capital Gains Tax

As of January 1, 2023, a nonresident company will be sub-
ject to 26% capital gains tax on the sale of shares in other non-
resident companies where more than 50% of the value of the
shareholding is derived, at any time during the 365 days pre-
ceding the sale, directly or indirectly, from real property locat-
ed in Italy.926 This provision has its origins in Article 13(4) of
the OECD Model Convention. Gains from the sale of shares
listed on regulated markets are expressly excluded from taxa-
tion under this provision.

The 2024 Budget Law amended the domestic participation
exemption to encompass a nonresident company that has no

924 TU, Art. 151.
925 TU, Art. 153.
926 TU, Art. 23, as amended by Law No. 197, Dec. 29, 2022, Art. 1 (96).
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permanent establishment (PE) in Italy but is resident in an EU
Member State or EEA country that allows an adequate ex-
change of information, and that is subject to corporate income
tax in its country of residence.927

On July 29, 2024, the Italian Tax Agency issued Circular
17/E providing guidelines on the newly-revised tax regime ap-
plying to capital gains on the disposal of qualified sharehold-
ings,928 which standardizes the tax treatment of capital gains that
had been reserved for resident entities, by making the tax treat-
ment applying to nonresident companies the same as that ap-
plying to resident companies, thus ensuring compliance with
obligations arising from EU law.

Capital gains arising from the sale of qualified participa-
tions subject to tax in Italy realized by a company or commer-
cial entity without a PE in Italy but resident in an EU or EEA
Member State and subject to corporate income tax in that State
will be subject to this special tax regime, which allows a 95%929

exemption for gains realized or losses or devaluations suffered,
as a consequence of the transfer of a shareholding.

To be eligible for the participation exemption the nonresi-
dent entity must meet the following requirements under the par-
ticipation exemption regime:

(i) The shareholding concerned must be held for an un-
interrupted period of 12 months prior to the transfer, the
shares and quotas most recently acquired being deemed to
be transferred first (LIFO method);

(ii) The shareholdings must be listed among the financial
assets on the first balance sheet drawn up during the period
for which the shareholding is held;

(iii) The subsidiary corporation in which the shareholding
is owned may not be tax-resident in a country with a “priv-
ileged tax system;” and

(iv) The subsidiary must carry on a commercial activity.
The participation exemption is not available if the assets of
the subsidiary consist predominantly of real property, ex-
cept real property that is built or sold as part of the main
activity of the enterprise, or plant and structures directly
used by the enterprise in carrying on its activity.
The requirements set out above at (iii) and (iv) must be met

without interruption from at least the beginning of the third tax
period before the transfer.

c. Withholding Tax on Dividends

The 2018 Budget Law provides that, as of January 1, 2018,
all dividends are subject to a 26% withholding tax and abol-
ishes the qualified/nonqualified holdings distinction. A transi-
tional taxation regime applies to distributions (made in or after
2018) of profits earned in prior years. As such, distributions of
income relating to the years in which the qualified/non-quali-
fied holdings system was in place are taxed in line with the pre-
viously applicable regime.

927 Law No. 213, Dec. 30, 2023, Art. 1 (64), amending TU, Art. 68.
928 Law No. 213, Dec. 30, 2023 Art. 1(92), (c) amending TU, Art. 68.
929 D. Lgs. No. 203, Sept. 30, 2005, Art. 5, as converted into permanent law

with amendments by Law No. 248 of December 2, 2005, and Law 244/2007,
Art. 1 (339)(i); TU, Art. 87(1).

Dividends paid to residents on non-qualified holdings (see
X.B., below) are subject to a final 26% withholding tax without
the benefit of the dividend tax credit.

In the case of a resident individual:

(i) Dividends from non-qualified holdings not relating to
the conduct of business are subject to a final withholding
tax rate of 26% on the gross amount;

(ii) Dividends from qualified holdings not relating to the
conduct of a business are generally not subject to with-
holding tax;

(iii) Dividends distributed to nonresident investors are sub-
ject to a final 26% withholding tax unless an applicable tax
treaty provides for a lower rate.
The following is a summary of withholding tax rates on

dividends:

Recipients Tax Rate

Resident individuals (IRPEF) 26%

Nonresident corporations and
individuals:

Non-treaty 26%

Tax Haven 26%

Nonresidents have the right to a refund of up to 11/26 of
the withholding tax imposed, on provision of a certificate from
the appropriate foreign tax office declaring they have definitely
paid abroad a tax on the same profits.

Comment: The applicable tax treaty (if any) should be
consulted to determine whether a reduced rate for dividends ap-
plies.

d. Withholding Tax on Interest and Other Income from
Capital

Interest on bonds is subject to a 26% withholding tax that
constitutes an advance payment of tax in the case of resident
taxpayers subject to IRES on business income, partnerships and
companies, and permanent establishments (PEs) of nonresident
companies. Interest on bonds issued by banks and listed and un-
listed corporations is also subject to a 26% withholding tax.930

The payment of interest on bank and postal deposits is like-
wise subject to withholding tax at the rate of 26%, which in
the case of resident taxpayers subject to IRPEF on business in-
come, partnerships and resident companies constitutes an ad-
vance payment of tax.931 Nonresidents are subject to a final
withholding tax on interest income at the same 26% rate, unless
an applicable tax treaty provides otherwise.932

With respect to interest derived from other Member States
of the European Union (EU) by individuals resident in Italy, EC
Directive 2003/48, adopted by Legislative Decree No. 84, April
18, 2005, requires that each Member State tax the effective ben-
eficiary in the state of residence based on the rules applicable in

930 DPR No. 600, Sept. 29, 1973, Art. 27.
931 DPR No. 600, Sept. 29, 1973, Art. 26.
932 DPR No. 600, Sept. 29, 1973, Art. 26, as amended by D. Lgs. No. 461,

Nov. 21, 1997, Art. 12(5).
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that state for such interest payments. Nothing prevents the state
of the payor applying source withholding taxes, but in such a
case the state of tax residence of the effective beneficiary must
grant either a tax credit equal to the withholding effected up to
the amount of the tax due in the state of residence, or a refund
of any withholding that is in excess of the tax due.

Multinational corporations with intra-group financial
flows are subject to a specific provision pursuant to which a
5% withholding is applied on interest paid to nonresident con-
trolled companies or companies controlled by that company,
where the interest is to be used to finance the payment of bonds
which the nonresident company has issued on a regulated EU
market and which are guaranteed by the Italian resident com-
pany that paid out the interest.933

Other income from capital paid to nonresident taxpayers
(other than dividends) is subject to a 26% final withholding tax.

The following is a summary of withholding tax rates on
interest:

ResidentsResidents Nonresidents:Nonresidents:
BlacklistBlacklist
CountryCountry

Nonresidents:Nonresidents:
WhitelistWhitelist
CountryCountry

Interest on:

— Debentures is-
sued by medium &
long-term credit in-
stitutions

26% 26% 0%

— Convertible
bonds

26% 26% 0%

— Other 26% 26% 0%

Ordinary and mul-
ti-year bonds is-
sued by the State
and Treasury Cred-
it Certificates

12.5% 12.5% 0%

Bank deposits, cur-
rent accounts and
postal accounts

26% 26% 0%

Other income from
capital (not cov-
ered by (A) or (B)
and not dividends)

26% 26% 26% (subject
to DTT)

Withholding is an advance payment for taxpayers subject
to IRES and a definitive tax for individuals.

An applicable treaty (if any) should be consulted to deter-
mine whether a reduced rate of withholding tax on interest ap-
plies. As of January 1, 2021, Italian-source capital gains paid
to UCITS or EAA funds are no longer subject to Italian with-

933 DPR No. 600, Sept. 29, 1973, Art. 26-quarter (8-bis), as amended by DL
No. 98, July 6, 2011, Art. 23.

holding of 26%. See Law No 178, December 30, 2020, art. 1
(631)–(633).

e. Withholding Tax on Royalties

Withholding tax is imposed on royalties received by com-
panies and entities subject to IRPEG, on partnerships, and on
private entrepreneurs. The withholding tax constitutes an ad-
vance payment of tax and rates apply prior to giving effect to
the provisions of any applicable treaty.

The following is a summary of withholding tax rates on
royalties:

Recipients Tax Rate on
Royalties

Tax Basis

Resident individu-
als who are not en-
trepreneurs

20% 75% of sum re-
ceived

Other residents No withholding

Nonresidents 30% 75% of sum re-
ceived

With effect from January 1, 2004, under EC Directive
2003/49/CE (implemented in Italy by Decree No. 143, of May
30, 2006), interest and royalties are exempt from withholding
tax when paid between a parent company and its affiliate (and
vice versa) in an EU Member State or between related entities
directly controlled by the same parent company on condition
that: (i) the parent company holds at least 25% of the affiliate;
and (ii) the participation is held for more than one year. The
holding period requirement (ii) should be met at the time the
interest or royalty is paid for the exemption to apply. It can also
be met subsequent to the payment but only for the purposes of
a refund, rather than providing an immediate exemption.

D. Method of Taxation

Where a liability for Italian corporate income tax exists, a
tax return must be filed (modello redditi società di capitali). For
companies on a calendar tax year, the tax return must be filed
by no later than the last day of the tenth month after the close
of the company tax year, i.e., for tax year 2025, by October 31,
2026 (as the day falls on a Saturday the return may be filed by
November 2, 2026). For a company that does not have a tax
year coinciding with the calendar year, the return must also be
filed by no later than the last day of the tenth month after the
close of the company’s tax year.934

A nonresident foreign corporation or noncommercial enti-
ty with income that is not connected to the income of a local
permanent establishment (PE) must submit the schedule(s) re-
lated to the type of income earned. For example, Schedule RB
must be completed to report income earned from buildings and
Schedule RT is used to report capital gains from investments.
Income from a PE is treated as business income. While the
determination of taxable income often occurs in Schedule RF,
nonresident companies use Schedule PF within the Modello
Redditi SC to calculate their specific tax liability.

934 D. Lgs. No. 13, Feb. 12, 2024, Art. 13 (1) (b).
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If no return is filed, the tax office may levy an assessment
on the Italian fiscal agent (rappresentante fiscale) who must be

appointed by a nonresident entity in receipt of most forms of
Italian-source income.
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VII.VII. Taxation of a BranchTaxation of a Branch
In general, the tax treatment of a branch of a foreign com-

pany in Italy resembles that of an independent subsidiary. The
subsidiary form is sometimes preferred as a means of avoid-
ing government inquiries into the arm’s-length nature of trans-
actions between a foreign company and its branch. Moreover,
a parent company may charge certain interest and royalty ex-
penses to its subsidiary that would not be chargeable to a
branch. The chief tax advantage related to a branch operation is
that no Italian withholding tax is imposed on the remittance of
branch profits (including dividends received from Italian sub-
sidiaries) to the foreign company of which it is a branch.

A branch of a foreign company in Italy is subject to Italian
corporate income tax on all income arising, or deemed to arise,
in Italy (as discussed at VI.C., above). It is also liable for the re-
gional tax on productive activities (imposta regionale sulle at-
tività produttive or IRAP) on income derived in the various re-
gions of Italy.

Dividends received from an Italian company by a foreign
company maintaining a branch in Italy are considered to be
branch income, and are subject to Italian corporate income tax.
The Italian taxpayer with a foreign permanent establishment
(PE)/branch is required to declare the income in its annual tax
return (modello redditi società di capitali) and may use a for-
eign tax credit paid provided that reciprocity exists between
Italy and the country in which the branch is organized (see
V.H., above).

Beginning with tax year 2016, a branch exemption option
came into force for Italian companies with PEs. If elected, the
profits of the branch will be excluded from taxation. Thus, the
profits attributable to the Italian parent company will be ex-
empt from taxation and the parent company will not be able to
use losses to offset gains.

Specifically, the exemption can be elected by the Italian
taxpayer when it has a PE as defined either by a tax treaty
or when it meets the definition of TU Article 162 (see VI.B.,
above). The election is to be made on Schedule RF of the tax
return (modello redditi società di capitali) during the period in
which the PE is established with effect starting in that year. The
election is irrevocable and includes all the branches that are in
existence when the election is made, as well as those which are
yet to be established. If the taxpayer fails to elect the option
when the PE is established, it can be elected for that PE when
a subsequent PE is established.935 The option is also available
to PEs that were in existence as of October 7, 2015, the date at
which D. Lgs. No. 147 of September 14, 2017, entered into ef-
fect. The election terminates when all the PEs covered are sold
or liquidated, and in some cases following a corporate reorga-
nization.

The branch exemption provisions are subject to transition-
al measures to prevent tax avoidance through the exercise of
the election. Thus, losses in the five tax years preceding the
election year are subject to recapture. The income produced by
the PE after the election will be subject to taxation without the
benefit of the elections until the losses have been recaptured.936

Recapture provisions have also been provided where there is an
intra-group transfer or a transfer outside the group of a branch/
PE that has sustained losses in the five years preceding the elec-
tion.937

IRAP in this scenario is calculated by excluding the PE in-
come excluded under the election.

Regulations for exercising the branch exemption option
were promulgated under Tax Agency Circular No. 165138 of
August 28, 2017.

935 TU, Art. 168-ter.
936 TU, Art. 168-ter (7).
937 TU, Art. 168-ter (8).
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VIII.VIII. Taxation of Partnerships and SmallTaxation of Partnerships and Small
BusinessesBusinesses

A. Taxation of Partnerships

Partnerships, whether commercial or noncommercial, and
whether general or limited in nature, are subject to certain spe-
cial provisions relating to the taxation of income produced in
association with other persons.938

Income tax is not levied on partnerships and similar asso-
ciations but on their individual members. A partnership must
file an income tax return (unified form) in Italy, similar to that
used in the United States, that reflects each partner’s share in
the partnership’s profits. Such returns are ultimately subject to
correction and/or assessment. All partnership profits, whether
distributed or undistributed, are attributed to the individual
partners in proportion to their shares in the partnership. In the
absence of a document authenticated by a notary containing an
indication to the contrary, all partnership shares are deemed to
be equal in value by the tax authority.939

The tax rules used to compute the business income of an
individual (see IX.B.2., below) apply to the calculation of in-
come derived by individual partners from a commercial part-
nership, subject to the following exceptions:

(i) Profit-sharing benefits paid to managing partners are
deductible as partnership costs;940

(ii) Profits arising on the sale of stocks or bonds are tax-
able regardless of the nature of the partnership’s commer-
cial activity;941

(iii) Capital gains derived from business-related assets are
considered to be business income, even where apportioned
or distributed to individual partners prior to sale;942

(iv) Income from capital is an item of business income;943

(v) Payments made by partners to a partnership in propor-
tion to their share of the profits, or the waiver by partners
of claims deriving from earlier contributions, are not con-
sidered to be a form of partnership income;944 and

(vi) Rental income is considered to be business income
and is not calculated separately based on assessed value.945

938 TU, Art. 5.
939 TU, Art. 5.
940 TU, Art. 95.
941 TU, Art. 85.
942 TU, Art. 86.
943 TU, Art. 48.
944 TU, Art. 88.
945 TU, Art. 40.

In general, all other income derived in association with
other persons is treated in the same manner, except for income
realized by entities that are subject to corporate tax (imposta sul
reddito delle società or IRES). A de facto partnership will be
treated as either a general or a noncommercial (nonprofit) part-
nership, depending on its purpose.946 Certain enterprises (for ex-
ample, shipping companies or associations of artists or profes-
sionals) are considered to be partnerships irrespective or their
purported form or the way in which they are described.947

B. Taxation of Small Businesses

An alternate method of flat tax calculation for certain
small enterprises, essentially a cash basis system with simpli-
fied accounts, is available.948 This option applies to: (i) taxpay-
ers with receipts of up to either 500,000 euros (taxpayers in the
service industries) or 800,000 euros (taxpayers engaged in oth-
er activities); and (ii) businesses engaged in the transportation
by road of goods on behalf of third parties.

C. Tax on Business Income Repealed

The 2017 Budget Law949 introduced the imposta sul reddito
d’impresa (IRI), or tax on business income, which applied on
an optional basis. This option, when exercised by certain busi-
nesses, subjected income to taxation at the corporate income
tax (IRES) rate of 24%, rather than taxing the income from the
business on a pass-through basis in the hands of the business
owners. Any income paid to the business owners was taken as
a deduction by the business.

Specifically, this option was available to:

(i) Sole proprietorships;

(ii) General partnerships;

(iii) Limited partnerships; and

(iv) Certain Srls with a restricted asset base eligible for
transparent taxation.
The option for IRI taxation was to be made in the return

for the first year that the IRI was to be used. The option lasted
for five years and could be renewed.

The 2019 Budget Law repealed this option effective for
the tax year underway on December 31, 2018, as small busi-
nesses can now elect the 15% flat tax option.950

946 TU, Art. 5.
947 TU, Art. 5.
948 TU, Art. 66 as amended by Law No. 197, Dec. 29, 2022, Art. 1 (276).
949 Law No. 232, December 11, 2016, adding Art. 55-bis to DPR No. 917

of December 22, 1986.
950 Law No. 145, December 30, 2018, Art. 1 (1055).
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IX.IX. Taxation of Resident IndividualsTaxation of Resident Individuals

A. Scope of Taxation

1. In General

Individuals are subject to personal income tax (imposta sul
reddito delle persone fisiche or IRPEF).951 Self-employed indi-
viduals are also subject to the regional tax on productive activ-
ities (imposta regionale sulle attività produttive or IRAP). Per-
sonal income tax is governed by Articles 1 to 71 of the Consol-
idated Tax Code (Testo Unico, DPR No. 917 of December 22,
1986 or TU). The TU contains the main provisions of Italian
tax law that apply to individuals, partnerships and companies,
and to other private and public entities, unless otherwise speci-
fied. (See V., above.)

The personal income tax applies to all individuals,
whether or not resident in Italy. Residents are subject to tax on
their worldwide income. Nonresidents are taxed only on their
Italian-source income. Neither partnerships nor European Eco-
nomic Interest Groupings (EEIGs) are deemed to be taxable en-
tities, but are regarded as income reporting vehicles, the indi-
vidual partners or members being taxed directly.

2. Residence

Residence is defined as follows: for income tax purposes,
individuals who, for the greater part of the tax period, are regis-
tered in the Office of Records of the Resident Population (ana-
grafe), or who are resident or domiciled within the territory of
the State within the meaning of the Civil Code are considered
to be resident.952

The old tax code was more specific. It provided that any
individual who resided in Italy for more than six months in
a year would be considered to be resident. The reference to
the Civil Code provision provided more flexibility because it
defines an individual’s place of residence as the individual’s
place of habitual abode.953

Pursuant to Article 3 of Law No. 111 of August 9, 2023, a
review of the tax residence principles to bring Italy in line with
modern tax treaties and international best practices was autho-
rized, which would include coordinating tax residency rules
with permanent establishment (PE) rules, including for individ-
uals working remotely from Italy.

Based on the mandate authorized under Law No. 111, Italy
revised its tax residency rules to provide that an individual will
be deemed to be a tax resident of Italy if, for the greater part of
the tax year (i.e., for 183 days or in a leap year 184 days), any
of the following conditions are fulfilled:

(i) The individual is domiciled in Italy. Domicile for tax
residency now refers to where a person has their personal
and familial relationships, removing the reference to the
Civil Code concept of domicile of an individual’s place of
habitual abode or the center of their personal interests; or

951 Law No. 80, April 7, 2003, enacted a reform of the national tax system
pursuant to which imposta sul reddito delle persone fisiche (IRPEF) was re-
named imposta sul reddito (IRE). However, the renamed tax never entered into
force, and it was repealed and IRPEF reinstated under Finance Act 2007.

952 TU, Art. 2.
953 CC, Art. 43.

(ii) The individual is resident in Italy within the meaning
of the Civil Code; or

(iii) The individual is physically present in Italy.954

The current rules also introduced the concept that fractions
of a day are to be counted as a full day for purposes of de-
termining tax residency. Tax Agency Circular No. 20/E of
November 4, 2024 also confirmed that presence in Italy may
be for non-consecutive periods, which can include the simple
presence in Italy for any reason, such as vacations, study, or to
visit family and friends. Under the new definition of tax resi-
dency, however, an individual’s registration as a resident in the
registry of a municipality is no longer an absolute presumption
of residency but a rebuttable legal presumption.

With respect to domicile based on “personal and familial
relationships,” the Circular states that these include relation-
ships governed by law, such as marriage and civil unions, as
well as stable personal relationships, such as a couple that lives
together. Also included are stable social relationships, such as
annual memberships in cultural associations and sports clubs.
As an illustration, the Circular provides the example of an indi-
vidual who has taken a job abroad and is registered in the Reg-
istry of Italian Citizens Resident Abroad (AIRE), but maintains
title to a home in Italy with utility bills in their name, returns on
weekends, and spends time in Italy when not working. Even in
such a case, the individual’s circumstances and activities could
still give rise to meeting the condition of domicile and thereby
subject the person to worldwide taxation based on residence.

On the other hand, an Italian citizen who remains resident
for tax purposes but works abroad as an employee for more
than 183 days in a period of 12 months is taxed in Italy based
on an assumed compensation, to be fixed annually by Minister-
ial Decree, unless an applicable tax treaty provides otherwise.955

A new agreement between Italy and Switzerland has been
entered into that governs the taxation of income earned by Ital-
ian residents who commute across the border to Switzerland.956

The agreement provides that, with effect from July 17, 2023,
Switzerland will levy 80% of its withholding tax on the income
of such commuters who live within 20 kilometers of the border
and return home each day by means of new tariff codes (R, S,
T, U and V). Since the income will be taxed in Italy, to miti-
gate double taxation, the employment income will be reported
to Italy every year by means of an electronic data exchange.

Existing cross-border commuters who worked in the can-
tons of Graubünden, Ticino or Valais between December 31,
2018 and July 17, 2023 will continue to be fully taxed in
Switzerland, at the ordinary withholding tax rates, but Switzer-
land will transfer 40% of the taxes paid by these commuters to
the Italian border municipalities until the end of the 2033 tax
year. The Italian government has also passed legislation that al-
lows these workers to opt for taxation equal to 25% of the tax
levied in Switzerland in lieu of personal income tax levied at
the graduated rates and regional and municipal tax.957

954 D. Lgs. No. 209, Dec. 27, Art. 1, amending TUIR ART 2(2).
955 Law No. 342, Nov. 21, 2000, Art. 36.
956 Agreement between the Italian Republic and the Swiss Confederation

on the taxation of frontier workers, entered into in Rome on December 23,
2020, ratified and enforceable pursuant to Law No. 83 of June 13, 2023, Art. 2.

957 D. Lgs. No. 13, August 9, 2024, Art. 6.
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Italian citizens who have emigrated to jurisdictions that are
considered to be tax havens, as defined by specific Ministerial
Decree (see V.O., above),958 are still deemed to be tax residents
of Italy, unless it can be proven otherwise.

For Italian citizens who move abroad, it has long been a
requirement that they register in the national Registry of Ital-
ian Citizens Living Abroad (Anagrafe dei Cittadini Residenti
all’Estero, or AIRE). As of January 1, 2024, fines have been in-
troduced for such citizens who have failed to register in AIRE.
The fine ranges from 200 euros and 1,000 euros for each year
of failure to register after January 1, 2024, up to a maximum of
five years.959

B. Determination of Aggregate Income

1. In General

Personal income tax (imposta sul reddito delle persone
fisiche (IRPEF)) is levied on all types of income, whether re-
ceived in cash or in kind. In general, taxable income falls into
the following six categories:

(i) Business income (redditi di impresa);

(ii) Income from capital (redditi di capitale);

(iii) Income from real property (redditi fondiari);

(iv) Income from dependent personal services (redditi di
lavoro dipendente);

(v) Income from independent personal services (redditi di
lavoro autonomo); and

(vi) Miscellaneous income (redditi diversi).
Income from all the above categories is added together to

arrive at aggregate income. Special provisions of the IRPEF
law determine the number of allowable deductions in arriving
at net income from each category. Progressive tax rates apply
to the aggregate net income. It should be noted, however, that
certain types of income are not included in aggregate income
and are subject to separate taxation (see C., below). Most ex-
penses previously allowed as personal deductions from income
are now treated as a credit against taxes to be paid at a rate of
19%.

2. Business Income

All income generated by commercial or industrial activi-
ties is considered to be business income. Gains from the trans-
fer of goods and services to foreign-related companies also
constitute business income.

Business income is to be computed based on the “civil”
profit and loss account (conto economico), as provided for by
the Civil Code, subject to adjustments for allowable deduc-
tions.

a. Deductions

The most important allowable deductions are discussed
below. These are: (i) interest and overhead expenses; (ii) cur-
rent year costs and expenses; (iii) depreciation of movable and

958 DM, May 4, 1999; TUIR 2 (2-bis).
959 Law No. 213, Dec. 30, 2023, Art. 1. (242)–(243).

immovable assets, including certain intangibles; (iv) alloca-
tions to certain reserves; and (v) costs relating to the purchase
of goods if attributable to a receipt on an accrual basis. (For a
discussion of deductible business expenses of resident corpora-
tions, see also V.C., above.)

Interest and overhead expenses are deductible only in an
amount corresponding to the ratio of gross income to gross in-
come minus exempt income and income previously reduced by
a final withholding tax.960

Only current year costs and expenses may be deducted
from income. A deduction may be postponed in accordance
with the tax rules governing business income in the case of ex-
penses capitalized on a previous balance sheet.961

Depreciation of movable and immovable assets, including
patents, licenses, and other intangible assets, must be based on
specific law or the percentages periodically fixed by the Fi-
nance Ministry.962 Beginning with the fiscal year in progress on
July 4, 2006, the depreciation of land, and appurtenances in-
cluded in the value of the building, is no longer allowed.963

Italian law does not require the use of straight-line or other
depreciation systems for tax purposes, even though the ac-
counting rules tend to follow the internationally acceptable sys-
tems of consistent depreciation. Certain concepts from non-tax
law may complicate depreciation problems. Italian Civil Code
Article 2426(2) provides that depreciation is to be “systemat-
ically” taken (for example, accelerated depreciation cannot be
used) in each fiscal year in relation to the residual possibility of
the assets’ utilization. When determining business income, it is
important that the taxpayer adhere to this non-tax law principle
in its annual accounts. Depreciation for tax purposes is more
complex and must follow Ministry Guidelines. When determin-
ing a company’s taxable income, the taxpayer must evaluate
the possible differences between the depreciation taken and that
which can be taken for tax purposes. The difference between
the depreciation in the annual accounts and that allowed for tax
purposes cannot be taken as a deduction. Depreciation is pro-
rated when an asset is put into use during the course of a partic-
ular year.

For a period of time, accelerated depreciation at twice the
normal rate was available during the first three years of use of a
capital asset. However, beginning with fiscal year 2008, accel-
erated depreciation is no longer permitted for any kind of fixed
asset and depreciation must be taken according to the coeffi-
cients set by the Finance Ministry, which vary according to sec-
tor. For example, for sector specific buildings in the meat pro-
cessing sector, the depreciation coefficient is 4% and for sec-
tor specific buildings in the mining of liquid and gaseous fuels
sector, the depreciation coefficient is 5.5%.964 (For other coeffi-
cients, see the Worksheets.)

Deductions are allowed for allocations to certain reserves,
in particular reserves for special maintenance work, bad debts,

960 TU, Art. 61.
961 TU, Arts. 108–109.
962 TU, Arts. 102–104. Pursuant to DL No. 98 of July 6, 2011, Art. 23 (47),

new depreciation percentages were to be established by one or more decrees to
be issued by the Finance Ministry to take effect in 2013. These decrees have
never been issued and the depreciation tables issued in 1988 are still in effect.

963 Law No. 248, Aug. 4, 2006, Art. 36 (7) and (8).
964 Law No. 244, Dec. 24, 2007, Art. 1 (33); TU, Art. 102.
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and employee severance payments.965 All other reserves reflect-
ed on the balance sheet are subject to taxation.

Costs relating to the purchase of goods and services may
be deducted only if they are directly attributable on an accrual
basis to a receipt and, as a general rule, only if they are allocat-
ed to the profit and loss account.966

Inventory can be valued on any basis that does not lead
to a deduction in excess of that produced by the application of
the last-in first-out (LIFO) method.967 Similar criteria are used
in valuing securities.968

All income items listed on the accounts on an accrual ba-
sis, the existence or value of which is incapable of objective de-
termination, are considered to be tax deductible items only in
that tax period in which objective determination of their value
becomes possible.969

b. Capital Gains

Capital gains began to be taxed on a separate basis in Italy
in 1990. At the end of 1997, the government enacted legis-
lation taxing all gains at a rate of 12.5%, except those real-
ized on a “qualified transfer” which were to be taxed at 27%.
This became effective on July 1, 1998, and applied to capital
gains realized by individuals on sales of shares, quotas, options,
convertible debentures, derivatives and structured notes.970 The
27% rate was reduced to 26% by Decree Law No. 138 of Au-
gust 13, 2011.

Taxpayers with managed portfolios that did not engage in
qualified transfers could choose from two taxation options (see
below).

A transfer was defined as “qualified” when it involved: (i)
more than 2% of the voting rights or more than 5% of the cap-
ital of a listed company; or (ii) more than 20% of the voting
rights or more than 25% of the capital of an unlisted compa-
ny.971 Until the investor exceeded one of the above thresholds,
transactions in a single security are not accumulated. Transac-
tions occurring within the preceding 365 days were taken into
account for threshold purposes. Once a threshold was exceed-
ed, all transactions in that security were taxed as qualified.

During the period of the repeal of the gift and inheritance
taxes (from October 25, 2001, to October 2, 2006), the cost ba-
sis of a donated or inherited shareholding was the cost basis of
the donor or of the decedent.972 Gift and inheritance taxes were
re-established as of October 3, 2006. (See IV.D., above.)

Law No. 205 of December 27, 2017 (the 2018 Budget
Law) repealed the distinction between “qualified” and “non-
qualified” transfers and, beginning on January 1, 2019, capital
gains realized by individuals on sales of shares, quotas, options,
convertible debentures, derivatives and structured notes will be
subject to a flat tax of 26%.973

965 TU, Arts. 105–107.
966 TU, Art. 109.
967 TU, Art. 92.
968 TU, Art. 94.
969 TU, Art. 109.
970 D. Lgs. No. 461, Nov. 21, 1997; TU, Arts. 20, 41, 112.
971 TU, Art. 67 (8).
972 Law No. 383, Oct. 18, 2001, Art. 13.
973 Law No. 205, Dec. 27, 2017.

The gain is the difference between the purchase and sale
prices. If the securities are originally acquired by inheritance,
the basis is the value agreed on in settlement of inheritance tax-
es, or the value declared for inheritance tax purposes. If the se-
curities are acquired by way of gift, the cost basis is that of the
donor.

In most instances, losses may be set off against gains and
any unutilized losses may be carried forward for up to four
years.

All other gains are taxed as normal business income or as
nonbusiness personal income in those cases specifically pro-
vided for by law.

Taxpayers with managed portfolios continue to have two
other taxation options. Under the first option, tax is paid on the
realized gain.974 The second option975 allows a taxpayer to have
the tax applied to the total net gains matured during the year,
irrespective of whether the gain proceeds were actually paid to
the taxpayer.976

Pursuant to Article 5 of Law No. 448 of December 7,
2001,977 individuals with shareholdings in unlisted companies
could substitute for their original tax basis an amount equal
to that percentage of their individual net worth represented by
the holding according to an appraisal as at January 1, 2005.978

The appraised value was subject to a substitute tax at a rate of
4% for qualified investments and of 2% for nonqualified in-
vestments. In 2017, legislation provided for new appraisals for
companies not listed on regulated markets. Thus, shareholdings
in unlisted companies can have the original tax basis substi-
tuted with an amount established by appraisal carried out be-
tween January 1 and June 30, 2017, and on which the taxpay-
er has paid a substitute tax of 8%.979 The appraisal period was
extended to June 30, 2018, by the 2018 Budget Law. In 2020,
the Budget Law allowed an increase in the tax basis of share-
holdings of unlisted companies held as of January 1, 2020, with
an amount established by an appraisal carried out by June 30,
2020, and on which the taxpayer paid a substitute tax of 11%.
The Budget Law of 2021 has extended this possibility to share-
holdings held as of January 1, 2021, with appraisals to be com-
pleted as of June 31, 2021 and payment of the substitute tax
of 11%.980 The 2023 Budget Law enables taxpayers to elect to
step up the value of certain shareholdings in Italian companies,
including participations in listed companies and real estate.981

The cost basis for purposes of the 16% substitute tax is the
value of the participation as of January 1, 2023 (certified by a

974 D. Lgs. No. 461, Nov. 21, 1997, Art. 6.
975 D. Lgs. No. 461, Nov. 21, 1997, Art. 7.
976 Prior to August 4, 2001, under the first option, which operates on a cash

basis, an equalization coefficient was established to take into account the inter-
est factor and make the two options equivalent. The coefficient was set annual-
ly by ministerial decree and was applied to securities taxed under the first op-
tion held for more than 12 calendar months. The equalization coefficient, how-
ever, was abolished as of August 4, 2001.

977 As extended several times, most recently by Law No. 147, Dec. 27,
2014, Art. 1(165 et seq.). This extension provided that the asset must be owned
as of January 1, 2014 and the substitute tax is to be paid by June 30, 2014.

978 DL No. 355, Sept. 2003, Art. 6 bis.
979 Law No. 232, Dec. 11, 2016, Art. 1 (554–555).
980 Law No. 187, Dec. 30, 2020, Art. 1 (1122–1123).
981 Law No. 111, Aug. 9, 2023, Article 6. Italy has several systems to allow

taxpayers to elect a stepped-up basis. The law has called for common step-up
rules.
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sworn appraisal of the value prepared not later than November
15, 2023). The relevant participation must still be held by the
shareholder on January 1, 2023.982

The Budget Law of 2024 has once again created the pos-
sibility of stepping up the cost basis of shareholdings held as
of January 1, 2024, in both listed and unlisted companies. For
shareholdings in quoted companies, the share value is the stated
market value on January 1, 2024. For shareholdings in unlisted
companies, the share value is to be established by an appraisal,
which must be carried out by June 30, 2024. The substitute tax
of 16% can be paid in three annual installments beginning on
June 30, 2024, subject to a 3% annual interest surcharge due
with the second and third installments.983

Failure to declare capital gains can result in a fine ranging
from 120% to 240% of the tax due. Failure to pay the tax or
failure to pay sufficient tax can result in a fine of 50% of the
unpaid tax.984

c. Crypto-Assets

Prior to the enactment of the 2023 Budget Law, Italy con-
sidered cryptocurrency to be a foreign currency.

The Italian courts appeared to signal a change in their ap-
proach to cryptocurrency and, in November 2022, the Italian
Supreme Court of Cassation indicated in a criminal case that
crypto-assets fall within the broad category of domestic finan-
cial products if they:

(i) Require the payment of funds by the investor;

(ii) Entail an expectation of a financial return; and

(iii) Entail a risk directly associated with the amount of
funds invested.985

The 2023 Budget Law introduced the following:

(i) Capital gains taxation on the sale of cryptocurrency and
crypto-assets;

(ii) The possibility of adopting a step-up in basis for cryp-
to-assets held on January 1, 2023;

(iii) An amnesty program for crypto-related income not re-
ported in previous tax years; and

(iv) Stamp duty on reports relating to crypto transactions.986

(See IV.Q., above).
Pursuant to the Budget Law of 2023, gains on the sale of

cryptocurrencies and other crypto-assets exceeding 2,000 euros
were subject to tax at the rate of 26%. Gains are calculated as
the difference between the cost basis and the sale price. The
cost basis will depend on how the asset is acquired. If the as-
sets were purchased, the basis is the purchase price. If the assets
were inherited, the basis is the value declared in the estate tax
return (generally, the value on the date of death). If the assets
were received as a gift, the cost basis is the cost basis of the
donor in the assets.

982 Law No. 197, Dec. 29, 2022, Art. 1 (107–109).
983 Law No. 213, Dec. 30, 2023, Art. 1 (52)–(53).
984 D. Lgs. No. 461, Nov. 21, 1997, Arts. 5(6), 6(11), and 7(16).
985 Supreme Court of Cassation Case No. 44378, Nov. 22, 2022.
986 Law No. 197, Dec. 29, 2022, Art. 1 (126–137).

Subsequently, the Budget Law of 2025 increased the tax
rate on crypto capital gains to 33%, effective as of January 1,
2026, and eliminated the exempt threshold of 2,000 euros under
which gains would not be taxed.987 Gains on euro-denominated
stablecoins (e-money tokens) that comply with the EU MiCAR
regulation will continue to be taxed at the reduced rate of 26%.

Capital losses can be used to offset capital gains of the
same kind subsequently realized in the same year or up to four
years following the year of the sale.

Individuals with taxable capital gains are required to report
any such capital gains and losses in their annual tax returns.
Taxpayers may elect to pay the tax through an Italian financial
intermediary (e.g., a bank or other qualified intermediary) or a
crypto-assets service provider (including a wallet provider).

Taxpayers may elect to step-up the cost basis of their cryp-
to-assets to their market value on January 1, 2023, with a flat
16% tax on the amount of the step-up. The law originally pro-
vided for payments to be made by June 30, 2023, or in three
equal annual installments, subject to 3% annual interest to in-
stallments paid after June 30, 2023. However, on June 13,
2023, the Ministry of Economy and Finance issued Notice No.
96 postponing the start of payments to September 30, 2023.

Subsequently, the Budget Law of 2025 introduced as a
permanent provision the option for a taxpayer to step-up the tax
value of their crypto-assets to market value as on January 1 of
each year, starting in 2025, with the payment of a flat tax of
18% on the amount of the step-up.988

The election to step-up the basis of crypto-assets will not
be allowed if it would result in a loss.

As stated above, the 2023 Budget Law provided a tax
amnesty for taxpayers who had failed to disclose in their annual
tax returns the holding of crypto-assets as well as any income
related to those assets as of December 31, 2021. Taxpayers who
held undisclosed crypto-assets that did not generate taxable
income could become compliant by paying a reduced penal-
ty equal to 0.5% per annum on the value of the undisclosed
crypto-assets. Taxpayers that realized income from undisclosed
crypto-assets are required to pay a 3.5% flat tax on either the
year-end value of the undisclosed crypto-assets or the value of
the assets on the date of their disposal, plus interest and penal-
ties equal to 0.5% of the value of the crypto-assets concerned.
Taxpayers who missed this window remain subject to standard
penalties for non-disclosure in their Quadro RW (Foreign As-
sets) reporting.989

After a consultation process that closed on June 30, 2023,
the Tax Agency issued Circular No. 30/E, of October 17, 2023,
which provides guidelines and explanations on the taxation of
crypto-assets. Among the issues addressed are:

i) The territorial aspect for taxation of crypto-assets. The
Circular addressed this point by making reference to Ar-
ticle 67 of the TUIR which provides that income from an
activity carried out within Italy from assets located in Italy
will be taxable in Italy. Thus, non-residents will be sub-
ject to taxation if the crypto-assets (access keys) are held
by intermediaries residing in Italy, or if these assets have a

987 Law No. 207, Dec. 30, 2024, Art. 1 (25).
988 Law No. 207, Dec. 30, 2024, Art. 1 (26).
989 Law No. 197, Dec. 29, 2022, Art. 1 (144–147).
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substantial connection with a resident intermediary. How-
ever, for those access keys directly held by a taxpayer with
devices such as USB keys the presumption that the assets
are in Italy will only apply if the taxpayer is a resident of
Italy. This presumption can be rebutted by the taxpayer;

ii) Taxation rate of income from crypto-assets. Taxation
from the redemption, exchange, or sale will be taxed at a
rate of 33%, increased from 26%, as of January 1, 2026,
except for euro-denominated stablecoins (e-money to-
kens) that comply with the EU MiCAR regulation which
continue to be taxed at 26% for both residents and non-res-
idents. Exchanges among crypto-currencies with the same
economic function will not be considered a taxable event,
while an exchange between nonfungible tokens (NFTs)
and cryptocurrency will be a taxable event;

iii) Revaluation of crypto-assets. The Circular clarified the
procedures for revaluing crypto-assets held on January 1,
2023, using either the cost or purchase value as of that
date. This option was still available even if the crypto-as-
sets were no longer held at the time of payment of the
substitute tax of 14%. Revaluation, which was available
through November 15, 2023, was useful for taxpayers as
it allowed for a higher cost basis on which to determine a
capital gain in the event of reimbursement or sale of the
crypto-asset or exchange with other crypto-assets having
different characteristics and functions (e.g., purchasing an
NFT with bitcoin);

iv) Failure to disclose crypto-assets held abroad. Individ-
uals, non-commercial entities and certain types of small
companies that held crypto-assets on December 31, 2021
and that had failed to disclose the assets in Quadro RW
(the schedule in which foreign accounts and assets held
abroad are reported in the Italian income tax return) could
become compliant by filing a petition by November 30,
2023 with the Tax Agency, attaching proof of payment of
a fine as well as documentation to prove the value of the
crypto-assets. The fine levied was 3.5% of the value of
the assets held at the end of each year, or the value at the
time of sale, plus 0.5% of the value of the assets at Decem-
ber 31 of each year in which the crypto-assets were held
and not disclosed. If there was no income from the cryp-
to-assets only the fine of 0.5% on the year-end value of
the crypto-assets is due for failure to disclose the asset in
Quadro RW;

v) Annual stamp tax (also known as the Italian wealth tax
on crypto-assets). An annual stamp tax for individuals of
0.2% will be levied on the value of the crypto-assets at the
end of the reporting period or, in the event of failure to
report that value, the value at December 31 of each year
as determined by the intermediary or service provider who
will withhold the tax. If the end of year value is not avail-
able, the purchase cost of the crypto-assets will be used
as the value. The Circular clarified that payment methods
and terms are the same as those currently provided for the
stamp duty for communications relating to financial prod-
ucts. It was also specified that entities and companies will
be subject to a maximum stamp tax of 14 euros annually
on the value of the crypto-assets as determined above;

vi) VAT treatment of crypto-asset taxation. As crypto-as-
sets are not subject to specific VAT provisions, the Cir-
cular, referring to international best practice provided a
look through approach in order to ascertain the actual na-
ture, their function in practice, and the purposes for which
the crypto-assets are actually used as recommended in the
OECD “Crypto-Asset Reporting Framework (CARF)”,
approved in August 2022 to establish taxation for VAT
purposes. For example, when a crypto-asset is used as
payment for a transaction subject to VAT, the value of
the crypto-asset is to be converted to Euros to calculate
the taxable amount of the transaction and then the VAT
amount applicable will determined.

Certain cryptocurrency transactions will generally be ex-
empt from VAT. These transactions include the exchange
of traditional currency for cryptocurrency; mining of cryp-
tocurrency that is compensated through a miner’s fee; and
cryptocurrency “staking” transactions.

The VAT rules for tokens are essentially the same as
those for cryptocurrency. These transactions will be tax-
able when used as payment for a transaction subject to
VAT.

Transactions with tokens will be exempt from VAT when
the actual nature is that of an investment instrument (such
as “security tokens”); and treated as equivalent to vouch-
ers for VAT purposes when the tokens must be accepted
by the supplier as a means of payment for a transaction and
bear an indication of the goods or services that can be pur-
chased or an indication of the supplier obliged to accept
them.

The VAT treatment of NFTs will hinge on the evaluation
of the contractual agreements (“smart contract”) associat-
ed with NFTs and their circulation. The VAT treatment of
NFTs and related activities is contingent on whether the
interest is only in the NFT or the underlying assets it rep-
resents; and

vii) Value of crypto-assets for transfer by gift or at death.
For gifts or transfers at death of crypto-assets the value is
the fair market value of the crypto-assets.

3. Capital (Investment) Income

Income from investment capital is treated as falling within
a separate tax category only when received by a taxpayer who
is not engaged in a business. Items such as interest and divi-
dends received by such an individual are taxed on a gross basis
with no deductions allowed for expenses. Special government
bond issues may be exempt from tax.

In particular, the taxation of dividends is treated different-
ly depending on whether the individual is an entrepreneur. Un-
til December 31, 2003, the full amount of dividends received
by an entrepreneur was included for purposes of ordinary IR-
PEF taxation and a tax credit regime applied. Likewise, for the
period through December 31, 2003, an individual who was not
an entrepreneur also had to include dividends received for ordi-
nary IRPEF taxation purposes and a tax credit regime applied.
Dividends from nonqualified participations were subject to a
separate, substitute tax at a rate of 12.5%.
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From January 1, 2004 until December 31, 2008, 40% of
dividends received from qualified participations were subject to
ordinary IRPEF taxation, and from January 1, 2009, 49.72% of
dividends received from qualified participations were subject to
ordinary IRPEF taxation (no withholding is made by the com-
pany paying out the dividend) without a tax credit; dividends
from nonqualified participations are subject to final taxation at
a rate of 26% as of July 2014.990 However, between December
31, 2016 and December 31, 2017, 58.14% of dividends from
qualified participations were subject to ordinary IRPEF taxa-
tion.

The 2018 Budget Law991 amended TU Article 44 to pro-
vide that, beginning January 1, 2018, dividends are subject to
a flat rate of 26%, provided that the dividends do not relate to
profits earned prior to 2018. A transitory taxation regime cov-
ers the tax years beginning January 1, 2018 through December
31, 2022, as summarized in the following table:

990 Until December 31, 2011, the flat rate was 12.5%. From January 1,
2012, to June 30, 2014, the flat rate was 20%.

991 Law No. 205, Dec. 27, 2017.

Date of DividendDate of Dividend
ResolutionResolution

Date DividendDate Dividend
ReceivedReceived

Relevance of Tax YearRelevance of Tax Year
in Whichin Which

Dividend MaturedDividend Matured

Type ofType of
Participation HeldParticipation Held Tax TreatmentTax Treatment

Up to Dec. 31, 2017 During 2017 Relevant Qualified Profit made:

From 2017 58.14%

2008–2016 49.72%

Before 2008 40%

Not relevant Not qualified Flat 26% withholding

During 2018 If dividend is from prof-
its earned in prior tax
years

Qualified Profit made:

From 2017 58.14%

2008–2016 49.72%

Before 2008 40%

Not qualified Flat 26% withholding

From Jan. 1, 2018 to
Dec. 31, 2022

From 2018 Relevant Qualified Profit made:

From 2017 58.14%

2008–2016 49.72%

Before 2008 40%

Not relevant Not qualified Flat 26% withholding

From Jan. 1, 2023 From 2023 Not relevant Not relevant 26% withholding

As of January 1, 2023, all dividends will be taxed at 26%
and the distinction between qualified and non-qualified partici-
pations will no longer be applicable.

Income from capital earned by taxpayers engaged in busi-
ness is considered to be an item of business income to be re-
flected in the profit and loss account, and related expenses may
be deducted.992

The 2023 Budget Law introduced a voluntary one-off re-
duced tax on the undistributed earnings of foreign subsidiaries
located in low tax jurisdictions.

992 TU, Arts. 55–60.

The 9% Transition Tax (30% for individuals) is computed
based on qualifying undistributed earnings (i.e., earnings that
remain undistributed as of January 1, 2023, provided such earn-
ings are reflected in either the relevant subsidiaries’ 2021 fi-
nancial statements or the last financial statements closed before
January 1, 2022 for non-calendar year entities).993 Payment of
the Transition Tax permits such earnings to be treated as if they
were repatriated in the year of the election (i.e., they will not be
further taxed when they are subsequently actually distributed).

993 Law No. 197, December 29, 2022, Art. 1 (87)–(88).
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On distribution, the earnings subject to the Transition Tax will
be deemed to be received first.

Payment of the Transition Tax will also permit taxpayers
to take a stepped-up basis in the shares up to the limit of their
sale price in an amount equal to the earnings on which the
Transition Tax was paid. The basis will therefore be reduced to
the extent the sale proceeds are distributed.

Taxpayers must pay the tax by the deadline for the pay-
ment of the tax balance for the fiscal year 2022 (i.e., June
30, 2023 for calendar year entities). The Transition Tax elec-
tion can be exercised separately for each foreign subsidiary in
which the taxpayer has an interest with respect to all or part of
the profits or retained earnings reserves. The election must be
made in the 2022 tax return (i.e., generally by November 30,
2023).994

4. Real Property Income

Income from real property is generally computed based on
the assessed (cadastral) value of the property concerned and the
income that property with that value is presumed to produce.995

The assessed values are revised every 10 years by Ministerial
Decree. Income from property used in a business is business in-
come.

There are three general subcategories of income from real
property: (i) income from buildings based on presumed earn-
ings (redditi dei fabbricati); (ii) income from the ownership of
farmland (redditi dominicali dei terreni); and (iii) agricultural
income (redditi agrari).

Income from buildings is based on the higher of actual in-
come and a presumed or imputed income based on an overall
real property valuation chart not dissimilar to that used in the
U.S. assessment system. A flat reduction for presumed expens-
es is allowed against the presumed income produced by the real
property.

Income from the ownership of farmland (redditi domini-
cali dei terreni) is income that is based on tariffs established by
the land registry and is taxed regardless of whether the land is
in fact farmed.996 Agricultural income (redditi agrari) is the ac-
tual income generated through farming activities.997 The taxa-
tion of agricultural income is generally governed by a complex
separate system. In any event, for tax years 2017–2019, farmers
who pay into the social security scheme set up for farmers have
been exempted from payment of personal income tax (IRPEF)
and property taxes.998 This exemption has been further extended
through tax year 2021.999 For tax years 2024 and 2025, income
up to 10,000 euros remains exempt from IRPEF, whereas in-
come over 10,000 euros and up to 15,000 is 50% exempt; in-
come over 15,000 euros is subject to full IRPEF taxation.1000

Further to encourage technological innovation and mod-
ernization in agriculture, Italy has also broadened the scope of
activities considered agricultural to include activities such as
the handling, processing and marketing of agricultural prod-

994 Law No. 197, December 29, 2022, Art. 1 (91).
995 TU, Arts. 25–43.
996 TU, Art. 28.
997 TU, Arts. 32–35.
998 Law No. 232, Dec. 11, 2016.
999 Law No. 178, Dec. 30, 2020, Art. 1 (38).
1000 Law No. 215 of Dec. 39, 2023, Art. 13 (13-bis).

ucts, if these activities are involved with products obtained di-
rectly from a farm. This has paved the way for innovations,
such as production in protected environments, contributing to
the evolution of more sustainable agricultural practices. Leg-
islative Decree No. 192 of December 13, 2024, represented
a major breakthrough in sustainable agricultural practices, by
regulating indoor cultivation and eliminating the requirement
that produce must be grown on land. This reform enshrined
that even artificial spaces, such as buildings or urban green-
houses, can be considered the same as agricultural land, greatly
expanding the scope of tax benefits. Specifically, Article 1 of
Legislative Decree No. 192 introduced specific standards for
modern vertical farming systems able to reduce water con-
sumption, stem the destructive effects of climate change, and
enable the exploitation of environments other than typical ones.
This approach takes into account the peculiarities of above-
ground crops, such as vertical farms or hydroponic crops, en-
hancing their environmental efficiency and sustainability. Ac-
cordingly, Article 56-bis to the TU was amended to allow the
application of the flat-rate tax regime to a range of related ac-
tivities, including:

(i) The processing and marketing of agricultural products
exceeding the traditional limits of agricultural income;

(ii) The provision of services instrumental to agricultural
activity;

(iii) The marketing, within certain limits, of floricultural
products purchased from other businesses in the sector;
and

(iv) The production and sale of intangibles, such as carbon
credits, which are considered agrarian income within cer-
tain limits.
This amplification of activities also permitted the formal

recognition of the role of the farm as a key player in environ-
mental protection and combating climate change, in line with
European directives on sustainable development.

Legislative Decree No. 192 also extends cadastral taxa-
tion,1001 to agricultural businesses, thereby unforming the tax
treatment between sole proprietorships and corporations. Thus,
the taxation of agricultural property will be taxed at the highest
cadastral rate in the province where the activity is located, in-
creased by 400%.

Agricultural companies that opt for cadastral taxation can
now benefit from the flat-rate regimes as provided by Article
56-bis.1002

5. Personal Services Income

a. In General

Income from personal services generally constitutes the
major element of individual taxable income. It encompasses
both income from employment (reddito di lavoro dipendente)

1001 The cadastral value of property in Italy represents the calculation of
taxes associated with property ownership or acquisition. It is specifically tai-
lored for tax purposes and does not reflect the fair market value of property.
It is, essentially, the value that serves as the taxable base upon which various
property related taxes are levied.

1002 D. Lgs. No. 192, December 13, 2024, Art. 1.
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and the earned income of self-employed individuals (reddito
di lavoro autonomo).1003 The former includes pensions, profit-
sharing, and employee stock plan benefits, but excludes certain
items (for example, severance pay) that are subject to separate
taxation. Income earned by self-employed persons includes in-
come from copyright, patent and trademark royalties.

For self-employed individuals, Article 5 of Legislative De-
cree No. 192 of December 13, 2024, also made several impor-
tant changes to Article 54 to the TU, which governs the tax
treatment of self-employment income. Among the most impor-
tant changes are:

(i) Expansion of what qualifies as professional compensa-
tion to include any amount or value received in the tax pe-
riod in any capacity that is attributable to artistic or profes-
sional activity; sums paid as compensation for losses actu-
ally suffered (“emergent damage”) will not count as self-
employment income in the tax year in which they are re-
ceived;

(ii) Confirmation that self-employment income is taxed on
a cash basis, meaning that payments received in the tax pe-
riod following that in which they were billed are charged
to the tax period in which the payer/tax withholding oblig-
ation arises; and

(iii) Confirmation that sums received as a result of a
recharge to other parties for expenses incurred (for exam-
ple, telephone, electricity, secretarial, etc. expenses) for
the common use of real estate, including mixed use, devot-
ed to the exercise of the activity do not contribute to the
income of the professional and therefore amounts charged
back to other professionals are not recognized as income
and any cost incurred can be deducted only net of the por-
tion recharged.

b. Equity Incentives

Stock options are considered fringe benefits and therefore
taxable as employment income, when exercised (“cash princi-
ple”).

The income in the hands of the recipient of a stock option
is equal to the difference between: (i) the market value of the
shares at the exercise date; and (ii) the price paid. This income
is subject to personal income tax (IRPEF) at progressive rates
— currently 23% (up to 28,000 euros), 33% (28,001 to 50,000
euros), and 43% (above 50,000 euros) levied by the employer
by way of withholding tax.

For the 2025–2027 period, this income is tax-exempt only
if the total value of all fringe benefits received by the employee
during the calendar year does not exceed the following thresh-
olds:

(i) 1,000 euros for all employees; or

(ii) 2,000 euros for employees with dependent children.
If the total value of benefits exceeds these thresholds, the

entire amount (not just the excess) becomes taxable as employ-
ment income subject to IRPEF.

Any subsequent gain realized upon the future sale of the
shares (the difference between the sale price and the market

1003 TU, Arts. 49–54.

value at exercise) is subject to a flat capital gains tax at a rate
of 26%.

Under the 2026 Budget Law No. 199 of December 30,
2025, Article 1 paragraphs 44–46, the treatment of cash settled
stock options or stock grant plans has been aligned. Under
this alignment, for equity settled plans (receipt of the actual
shares) the company can deduct the cost only when the options
are granted. For cash settled plans (receipt of cash rather than
shares) the company can deduct the cost when payment is actu-
ally made.

As of July 16, 2011, income from bonuses or stock options
granted to directors and managers in the financial sector that
is in excess of base salary is subject to an additional 10% IR-
PEF.1004 The additional taxation is to be withheld at source on
the bonus paid or the option exercised, along with the withhold-
ing for personal income tax made on the employee’s salary.1005

However, under the 2026 Budget Law, companies may avoid
this 10% surcharge by making a qualifying donation to non-
profit organizations, and the surcharge no longer applies to em-
ployees of non-financial holding companies.

c. Production Bonuses

Among the efforts to increase employee productivity and
to protect individual buying power the government has provid-
ed that production bonuses paid to an employee will be subject
to withholding in lieu of IRPEF, as well as regional and mu-
nicipal IRPEF. While the standard structural rate is 10%, the
2023, 2024, and 2025 Budget Laws reduced this rate to 5% for
bonuses up to 3,000 euros.1006 For the 2026 and 2027 tax years,
the 2026 Budget Law (Law No. 199/2025) has further reduced
this tax to 1% and increased the eligibility threshold from 3,000
euros to 5,000 euros.1007 The bonus is available to employees
whose income from the previous year did not exceed 80,000
euros. To qualify, bonuses must be linked to incremental and
verifiable objectives in productivity, profitability, quality, ef-
ficiency, or innovation, as defined by collective company or
territorial agreements.1008 The bonus may be paid for overtime
work, for supplemental work by a part-time employee or as a
result of increased productivity.1009

In 2025, a special incentive was introduced by Law No. 76
of May 5, 2025 that provides that, where at least 10% of total
company profits are distributed to employees, as provided by
national collective agreements or collective agreements at the
company level, the standard 10% withholding tax would be re-
duced to 5% and the threshold of income eligible for the lower
rate of withholding tax would increase to 5,000 euros.

In addition, only 50% of dividends up to 1,500 euros re-
ceived by an employee in the 2026 tax year will be subject to
IRPEF. The dividends must have been paid on shares granted

1004 D. Lgs. No. 78, May 31, 2010, Art. 33 (2-bis), added by D. Lgs. No. 98,
July 6, 2011, as amended by Law No. 111, July 15, 2011.

1005 The previous additional 10% taxation, which applied from May 31,
2010, until July 15, 2011, was levied only where income from bonuses or stock
options was three times base salary. D. Lgs. No. 78, May 31, 2010, Art. 33.

1006 Law No. 197, Dec. 29, 2022, Art. 1 (63); Law No. 207, Dec. 30, 2024,
Art. 1 (385).

1007 Law No. 199, Dec. 30, 2025, Art. 9.
1008 DPCM, March 23, 2012.
1009 DL Law No. 208, December 28, 2015, Art. 1(182).
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in lieu of cash bonuses as part of an equity-based compensation
program.1010

d. Reimbursement of Employee Tavel Expenses

From 2025, all meal, lodging, entertainment and trans-
portation expenses incurred by employees or self-employed in-
dividuals within Italy must be paid using a payment method
that permits the verification of the transaction and service
provider concerned. Failure to comply with this obligation will
result in the expense concerned being treated as a non-de-
ductible cost for the employer (including for IRAP purposes)
or the self-employed individual and as taxable remuneration in
the hands of the employee.

Acceptable payment methods include credit cards, debit
cards, prepaid cards, bank cashier’s checks and toll passes.

Employees may use their own credit cards for payment, in
which case, the reimbursement statement must be accompanied
by tax documents, such as invoices and payment receipts, certi-
fying the relevant expense. Payments made with an employer-
issued company credit card should be linked to the company’s
bank account and the expense documentation should be in the
name of the company.

Expenses incurred by employees and self-employed indi-
viduals outside Italy are not subject to the above verification
requirements.

e. Fringe Benefits

According to the provisions of Italian Tax Code, fringe
benefits are not considered part of the taxable base of em-
ployment income, provided that their total value does not ex-
ceed a certain threshold during the tax year. In addition to
stock options, discussed above, the most common fringe bene-
fits for employees include a company car for personal use, meal
vouchers, company day care, insurance policies, fuel vouchers,
devices such as telephones, personal computers or tablets, com-
pany housing, company butler, as well as reimbursement of ex-
penses for first home rent, interest expense on the mortgage re-
lated to the purchase of the first home, and household utilities.
These benefits are not taxable provided they do not exceed the
amount of 258.23 euros annually.1011 If the limit is exceeded, the
entire value of the asset becomes fully taxable.

However, for tax years 2025, 2026, and 2027, this amount
is increased to 1,000 euros for all employees and 2,000 euros
for employees with dependent children. Thus, an employee
with no children who received benefits worth 950 euros will
not be taxed on this amount, but if the benefit totals 1,100 eu-
ros, the employe will be taxed on the entire amount. Howev-
er, for an employee who has dependent children that receives a
benefit of 1,100 euros, the entire amount will be tax free.

For newly hired permanent employees in 2025, whose an-
nual income in 2024 was under 35,000 euros and who relocated
over 100 kilometers from their previous place of residence, the
annual limit is 5,000 euros.1012

1010 Law No. 76, May 5, 2025, Arts. 5–6.
1011 TU, Art. 51(3).
1012 TU, Art. 51(3), as amended by D. Lgs. No. 192, Dec. 13, 2024, Art.

3(1), (b) and Law No. 207, Dec. 30, 2024, Art. 1(83).

To avoid disputes with the Italian Tax Agency on these in-
creased values, Article 3 of Legislative Decree 192 of Decem-
ber 13, 2024, provides that the value of the fringe benefit is to
be based on the normal value of the benefit. “Normal value” is
defined as the fair market value of the asset. The normal val-
ue can be ascertained from suppliers’ price lists or tariffs, and
in the absence of these, from the price lists of the Chambers of
Commerce or from professional rates, considering usage dis-
counts. A specific method is applied to goods produced by the
company itself, which before the amendment were valued at
the average price charged in sales to wholesalers.

The 2025 Budget Law also provided a change in approach
to the taxation of personal use company cars. As of January 1,
2025, the taxable amount to the employee is 10% for electric
vehicles; 20% for plug-in hybrid vehicles; and 50% for all other
vehicles (such as gasoline, diesel, liquified petroleum gas, com-
pressed natural gas).1013

Comment: Clearly, this new method of calculation favors
the use of low-emission vehicles, promoting sustainable mobil-
ity but penalizes vehicles with traditional engines, which will
be subject to higher percentage of taxation.

6. Miscellaneous Income

Other kinds of taxable income include income from: oc-
casional business activity, investments received by individuals
not categorized as business income, domestic real property de-
velopment, speculative investments, and foreign real proper-
ty.1014

7. Aggregate Taxable Income

Aggregate taxable income is the sum of all net income
of the types referred to in 2. to 6., above. Any losses arising
from a business or the practice of an art or profession may be
deducted. Certain non-business expenses entitle the taxpayer
to a deduction from aggregate income in arriving at net tax-
able income, including alimony, indemnity for loss of good-
will, charitable donations for the clergy, rents, social security,
and welfare contributions.1015 Other expenses, such as life in-
surance premiums, mortgage interest, and educational, medical
and funeral expenses are treated as tax credits.1016

C. Income Subject to Substitute Tax

Substitute taxation may apply to special types of income
not included in aggregate income, which then enjoy the benefit
of a lower tax rate. Except in the case of payments relating to
the termination of employment,1017 generally, the applicable tax
rate is determined by applying to the amount of each income
type the tax rate applicable to one-half of the taxpayer’s ag-
gregate net income during the two-year period prior to that in
which the right to receive such income arose.

Among the chief income items subject to substitute tax
are:

1013 Law No. 207, Dec. 30, 2024, Art. 1 (48).
1014 TU, Arts. 67–71.
1015 TU, Arts. 8 and 10.
1016 TU, Art. 15.
1017 TU, Arts. 17–21.
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(i) Back-pay, severance payments and other indemnities
for the termination of employment, agency, or other con-
tinuing relationships, and amounts arising from the capi-
talization of pensions;

(ii) Receipts of deferred employment income;

(iii) Capital gains arising on the liquidation or transfer of a
business owned for more than five years;

(iv) Compensation received for loss of goodwill;

(v) Damages for loss of income; and

(vi) Capital gains from real property speculation.
With respect to (iv), (v) and (vi), the taxpayer may waive

substitute tax treatment.1018

D. Tax Rates

Taxable income is determined by calculating the total net
income of the taxpayer and that of any unemancipated minor
children or other individuals whose income is freely available
to the taxpayer. A spouse’s income is computed and taxed sep-
arately. Each spouse is entitled to claim 50% of the credits for
dependents unless, pursuant to prior agreement, the full amount
of the credit is assigned to the spouse with the higher revenue.

The principle set out in Article 5 of Law No. 111 of Au-
gust 9, 2023, to revise and gradually reduce personal income
taxation, has been enacted. As of January 1, 2026, the personal
income tax rates in Italy are as follows:1019

Taxable Income (euros) Tax Rate

0–28,000 23%

28,001–50,000 33%

50,001 and above 43%

The “solidarity contribution” of 3% levied on income in
excess of 300,000 euros in effect for tax years 2011 to 2013
was extended through tax year 2016, but it was not renewed for
2017 or subsequent tax years.1020

Flat tax income taxation1021 is an option available to self-
employed taxpayers or any other taxpayers with business in-
come. It takes the form of a 15% flat tax (with a further reduc-

1018 TU, Art. 17.
1019 TU, Art. 11 as amended by Law. No. 199, Dec. 30, 2025, Art. 1 (3).
1020 DL No. 138, Aug. 13, 2011, Art. 2(2).
1021 Law No. 160, Dec. 27, 2019, Art, 1 (692).

tion to 5% for taxpayers who have been in business for no more
than five years). The ceiling for opting for this form of taxation
is 85,000 euros. This increase is in effect as of the tax year be-
ginning on January 1, 2023.1022 The flat tax option is not avail-
able to employees or self-employed individuals with income in
excess of 100,000 euros in the current tax year. Also exclud-
ed from this option are taxpayers who incur employee expens-
es of 20,000 euros or more or who have employment income
of 35,000 euros or more received in the previous tax year.1023

Those within the regime whose income exceeds 100,000 euros
must apply VAT starting from the transaction that caused the
threshold to be exceeded, and are prevented from using the
scheme for two tax years. Starting from January 1, 2024, all
taxpayers in this regime are required to use electronic invoicing
regardless of the size of their turnover.

For tax year 2023, taxpayers who failed to qualify for the
flat tax regime could opt for a 15% flat tax on adjusted income
that exceeds the highest income in any of the three prior years
up to the amount of 40,000 euros. Specifically, the amount of
adjusted income that may benefit from the 15% flat tax option
is equal to the difference between business or self-employment
for 2023 and the highest amount of business or self-employ-
ment income declared in the years 2020 to 2022, reduced by an
amount equal to 5% of the latter amount (subject to a 40,000
euros maximum).

E. Allowances and Credits

In calculating tax payable, each taxpayer is entitled to tax-
free allowances in the form of reductions from gross personal
income (i.e., deductions rather than credits).

The tax credits (detrazioni) for a wage-earner vary depend-
ing on taxable income, starting at 1,955 euros for incomes up to
15,000 euros and phasing out completely once income exceeds
50,000 euros. For a high-income earner at 200,000 euros, these
specific employment credits are entirely unavailable. Addition-
ally, for 2026, taxpayers at this level face a mandatory reduc-
tion of 440 euros on any other eligible tax credits and are sub-
ject to a strict expenditure cap; the total amount of deductible
expenses is limited to a base of 8,000 euros, which is further
reduced by a family coefficient based on the number of depen-
dents. The formulas in the table below show the reductions as
income increases.1024

1022 Law No. 197, Dec. 29, 2022, Art. 1(54).
1023 Law No. 160, Dec. 27, 2019, Art, 1 (692).
1024 TU, Art. 13, as amended by D.L. No. 3, Feb. 5, 2003, Arts. 1–2; Law

No. 178, Art. 1(8)–(9), as further amended by Law No. 24, Dec. 30, 2021, Art.
1(2) as further amended by Law No. 199, Dec. 30, 2025, Art. 1 (4).
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Taxable IncomeTaxable Income
(euros)(euros)

Reduction for Wage EarnerReduction for Wage Earner

Up to 15,000 1955

15,001–28,000 1910 euros × [(28,000 − total in-
come)/13,000] + 45 euros

28,001–50,000 1910 euros × [(50,000 − total in-
come)/22,000]

50,001 and above 0 (Standard)/690 euros (Safeguard)

For taxpayers with total income between 25,000 euros and
35,000 euros, the deduction increases by 65 euros for total in-
come.

As of tax year 2025, taxpayers with income between
75,000 euros and 100,000 euros will be eligible for a maximum
income tax deduction of 14,000 euros. Income in excess of
100,000 euros and up to 120,00 euros may only be eligible for a
maximum deduction of 8,000 euros.1025 Certain exceptions will
be made for those taxpayers with dependents.

Further for tax year 2025 a nontaxable amount will be
granted to employees with a total income that does not exceed
20,000 euros1026 calculated by applying to their total income as
follows:

Taxable Income (euros) Reduction for Wage Earner

Up to 8,500 7.1%
8,501 to 15,000 5.3%

Over 15,000 4.8%

For employees with total income in excess of 20,000 eu-
ros, a prorated deduction is available based on days worked in
the amount of 1,000 euros if total income is between 20,001 eu-
ros and 32,000 euros. For incomes above 32,000 euros but not
more than 40,000 euros, the calculation is the product of be-
tween 1,000 euros and the amount that corresponds to the pro-
portion between 40,000 euros.1027

Tax reductions are also provided for pension income. Pen-
sioners with a total income of 8,500 euros receive a reduction
of 1,955 euros; the reduction is phased-out so that it ceases to
apply to pensioners’ income over 50,000 euros.1028 Taxpayers
with income from independent personal services with a total in-
come of 5,500 euros are eligible to claim a reduction of 1,265
euros. The deduction gradually phases out as income increas-
es, with a complete phase-out for incomes of over 50,000 eu-
ros.1029 In addition, for “border workers” (individuals who re-
side in Italy but work in border areas or in countries bordering
Italy) only those amounts earned in excess of 6,700 euros are
considered in calculating total income.1030

1025 TU, Art. 16-ter, as amended by Law No. 209, Dec. 30, 2024, Art. 1
(10).

1026 Law No. 207, Dec. 30, 2024, Art. 1(5).
1027 Law No. 207, Dec. 30, 2024, Art. 1(6).
1028 TU, Art. 13(3), as amended by Law No. 24, Dec. 30, 2021, Art. 1(2).
1029 TU, Art. 13, as amended by Law No. 24, Dec. 30, 2021, Art. 1(2).

Tax reductions for a dependent spouse are as follows:1031

Taxable IncomeTaxable Income
(euros)(euros)

Reduction for Dependent SpouseReduction for Dependent Spouse

0–15,000 800 euros. The reduction is de-
creased as follows:

800 − 110 × (total income ÷ 15,000
euros)

15,001–40,000 690 euros

40,001–80,000 690 euros. The reduction is de-
creased as follows:

690 × (80,000 − total income ÷
40,000 euros)

There is no reduction for income
above 80,000 euros

For example, the tax reduction for the spouse of a taxpayer
with 65,000 euros in taxable income will be 285.72 euros, cal-
culated as follows: 690 × (80,000 − 65,000/40,000 euros) = 690
× 0.375 = 258.72 euros.

A basic tax reduction of 950 euros is allowed for each de-
pendent child, increased as follows:

From age 21 to age 30:

• 400 euros for each disabled child;

• 200 euros for the fourth and each additional child.
The actual tax credit allowed is then determined as fol-

lows:

Basic tax credit × [(95,000 euros + 15,000 euros for
each additional child) − total income] ÷ (95,000 +
15,000 for each additional child).
If the result is less than 0, or equal to 0 or 1, the tax credit

will not be allowed. If the result is greater than 0.0001 but less
than 0.9999, the tax credit can be taken. If there is more than
one child, the amount of 95,000 euros is increased by 15,000
euros for each successive child.1032

Generally, children under the age of 21 are covered by
the Single Universal Allowance (Assegno Unico Universale —
AUU) rather than this tax reduction. The reduction is only use-
ful if the taxpayer owes tax. By providing a cash payment in-
stead, the benefit is guaranteed to all families regardless of their
income level or tax liability.1033 Thus, the provision of 270 eu-
ros for children under 3 years of age is now generally addressed
through the AUU system rather than the tax return.

As for other dependent family members, a tax reduction of
750 euros is now allowed for other cohabiting relatives (includ-
ing parents, siblings, and in-laws), as defined by Article 433 of
the Civil Code.1034 The credit is calculated as follows:

1030 Law No. 147, Dec. 27, 2013, Art. 1(175).
1031 TU, Art. 12.
1032 TU, Art. 12.
1033 D. Lgs. No. 230, Dec. 29, 2021, Art. 1.
1034 D. Lgs. No. 192, Dec. 18, 2025, Art. 1 amending TU, Art. 12 (4-ter).
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750 euros × [(80,000 euros − total income) ÷ 80,000
euros].

If the result is between 0 and 1, the credit is rounded;
if income exceeds 80,000 euros, the reduction will
not be allowed.
To qualify as a dependent under these rules, the family

member’s annual income must not exceed 4,000 euros for chil-
dren aged 24 or younger. For all other family members income
must not exceed 2,840.51 euros for all other family members
(this includes children of ages 25 to 30 and all other relatives).

The following types of expenditure entitle the taxpayer to
a 19% reduction in tax payable, if the expenditure is not already
deducted in the calculation of the various types of income in-
cluded in aggregate income:

(i) Health expenses exceeding 129.11 euros;

(ii) Life and accident insurance premiums not exceeding
1,291.14 euros;

(iii) High school and university education expenses; for
high school the limit is 1,000 euros per student; for uni-
versity expenses these cannot exceed the amount of tuition
and contributions to state institutions;

(iv) Mortgage interest up to 4,000 euros;

(v) Veterinary expenses that exceed 129.11 euros up to the
amount of 550 euros; and

(vi) Funeral expenses up to 1,550 euros.1035

In addition to individual category limits, a general spend-
ing cap was introduced on January 1, 2026, which limits the
total base amount of eligible expenses (excluding health costs
and mortgage interest) based on income and family composi-
tion as discussed below.

Taxable IncomeTaxable Income
(euros)(euros)

Amount of Reduction PermissibleAmount of Reduction Permissible

0–75,000 Full 19% available

75,001–100,000 14,000 euros × coefficient

Above 100,000 8,000 euros × family coefficient

The family coefficient is 0.50 where there are no children,
0.70 for one child, 0.85 for two children, and 1.00 for three or
more children or a disabled child.

Once the applicable spending cap is determined, the actual
19% tax credit is subject to a progressive phase-out for higher
income brackets, reaching zero at 240,000 euros, as detailed be-
low:1036

1035 TU, Art. 15.
1036 TU, Art. 16-ter.

Taxable Income
(euros)

Reduction to the 19% Tax Credit

0–120,000 Full 19% deduction available (sub-
ject to Table 1 cap)

120,001–240,000 Pro-rata reduction using formula:

— 200,001 to 240,000 440 euros flat reduction applied to
the total tax credit

— 240,001 and above 0 euros (deduction is fully phased
out)

With the exception of purchases for prescription drugs,
medical and hospital appointments, and medical devices, the
above reductions are only available if payment is made through
electronic means.

The following expenditures confer a right to a deduction
from aggregate income:

(i) Mandatory social security payments; and

(ii) Contributions to supplemental pensions in an amount
not to exceed 12% of aggregate income, and in any event
not to exceed 5,300 euros as well as contributions paid to
entities and funds with providing health assistance up to a
limit of 3615.20 euros.1037

F. Regional Income Tax

Historically an additional regional tax applied on IRPEF
for the benefit of Italy’s regions at rates ranging from 0.9% to
a maximum of 1.4% of IRPEF.1038 Currently, the base rate of
the additional regional IRPEF tax has been between 1.23% and
3.33%. Furthermore, an additional municipal tax is added to
IRPEF for the benefit of the municipalities at a rate currently
ranging from 0% to a maximum of 0.8% of IRPEF. In specific
cases, such as for municipalities, in financial recovery the rate
may be increased up to a maximum of 0.9%. Municipalities can
choose to apply a flat rate or progressive rates based on the tax-
payer’s income brackets.1039

G. Assessment and Payment of Tax

Personal income tax returns (Modello Redditi Persone
Fisiche PF), as well as IRAP returns (Modello IRAP), must
generally be filed electronically by no later than October 31
(for the 2025 tax filing the return is due on November 2, 2026,
as October 31 falls on a Saturday) of the year following the
year for which the reporting is due. For the simplified tax return
(Form 730), the deadline is September 30 of the year following
the year for which the reporting is due. In very limited cases
(for example, in the case of a tax return filed for a decedent),
the tax return may be delivered in person to a local tax office.
For tax year 2024, returns filed on paper may be filed between
April 3 and June 30 after the tax year.

Individual taxpayers pay the tax due shown on their re-
turns generally through banks, either in person or through on-

1037 TU, Art. 10(1) (e-ter); D. Lgs. No. 252, Dec. 5, 2005, Art. 8(4).
1038 D. Lgs. No. 446, Dec. 15, 1997; D. Lgs. No. 68, May 6, 2011, Art. 6.
1039 D. Lgs. No. 360, Sept. 28, 1998; Law No. 234, Dec. 30, 2011 Art.

1(572).

IX.F.IX.F. Detailed AnalysisDetailed Analysis

A - 136 10/01/2026 © 2026 Bloomberg Industry Group, Inc., Arlington, VA
ISBN 978-1-63359-299-5 7190



line banking services, using a standardized form (F-24). Pay-
ment of any tax balance due and the first estimated tax payment
for the following year (i.e., 40% of the estimated payments
due) is generally due by June 30, while the balance of the esti-
mated payment (i.e., the remaining 60%) is due by November
30.

If the income in the current tax year is less than the income
of the prior year with the result that tax is overpaid, the tax-
payer may choose between a claim for a refund or crediting the
overpayment towards his/her income tax advance payments,
VAT or social security taxes due the following year.

The bank that collects estimated and final payments must
remit these sums to the Italian treasury within five days.

H. Withholding at Source

Taxes are withheld at source on salaries and wages, on re-
muneration for independent personal work, on passive income
paid by private entities and the state, on income for personal
services paid by the state, on commissions paid to agents, and
on winnings from lotteries.

1. Withholding on Wages and Fees

Individuals carrying on professional or business activities,
including industrial, commercial or agricultural activities, and
companies and other legal entities, must withhold tax on
salaries and wages paid to their employees if they intend to
deduct salaries paid for purposes of their own income tax. The
percentage of gross earnings withheld depends on the amount
of such earnings.1040

The tax withheld constitutes an advance payment of an
employee’s personal income tax. At the end of the fiscal year,
or at the time an employee’s employment is terminated, an em-
ployer must balance the amount of tax already withheld with
the tax due on the total earnings paid to the employee.

If a taxpayer has no income other than salaries and wages,
the withholding at source will correspond to the income tax
due, after taking into account the personal tax credit and credits
for dependents.

Individuals engaged in business and legal entities also
must withhold tax on fees paid to professionals and remuner-
ation for other independent personal work. The withholding
rate is 20%.1041 A final withholding tax of 30% is imposed on
fees paid to nonresidents, subject to any limitation on source
country tax provided for under the terms of an applicable tax
treaty.1042 With respect to agency agreements and other continu-
ous relationships, a withholding tax of 23% is imposed on 20%
of an agent’s commissions, if the agent’s work involves the
participation of other persons, or of 23% on 50% of commis-
sions, if the agent works alone.1043 As in the case of salaries and
wages, the taxes withheld constitute an advance payment of in-
come tax.

1040 DPR No. 600, Sept. 29, 1973, Art. 23 et seq., as amended.
1041 DPR No. 600, Sept. 29, 1973, Art. 25, as amended by Law No. 449,

Dec. 27, 1997, Art. 21(11)(b)(1).
1042 DPR No. 600, Sept. 29, 1973, Art. 25(2) as amended by Law No. 449,

Dec. 27, 1997, Art. 21(11)(b)(2).
1043 DPR No. 600, Sept. 29, 1973, Art. 25bis, as amended by Law No. 449,

Dec. 27, 1997, Art. 21(11)(c).

2. Withholding on Passive Income

A 10% withholding tax applies to lottery winnings con-
nected with charitable or other good works, and a 20% with-
holding tax to winnings from television, radio and sports com-
petitions. All other winnings and prizes are subject to withhold-
ing at the rate of 25%.1044

Proceeds from securities or certificates (excepting shares,
bonds and similar instruments, or certificates representing par-
ticipation in open-ended investment funds) are subject to a 26%
withholding tax. The rate of withholding is also 26% in the case
of proceeds paid to residents on securities or certificates issued
by nonresidents and placed in Italy.1045

Mutual funds are subject to a withholding tax of 26% on
their net results withheld at source by the investment firm or
bank managing the investment. There is no withholding on
payments to investors. However, Italian-source dividends that
are paid on or after January 1, 2021 to qualifying European Un-
dertakings for Collective Investment in Transferable Securities
(UCITS) or EEA funds are no longer subject to Italian with-
holding tax.1046 This change was introduced to remove differ-
ences in treatment between investment funds governed by Ital-
ian law and those governed by foreign law, in light of the pro-
visions of Article 63 of the Treaty on the Functioning of the
European Union (TFEU) regarding the free movement of cap-
ital, which prohibits all restrictions on the movement of capi-
tal between EU Member States or between Member States and
third countries, except to the extent permitted by Article 65 of
the TFEU.

In a July 2024 private letter ruling,1047 the Italian Tax
Agency confirmed, and provided some clarity on, the applica-
tion of the exemption regime introduced in the 2021 Budget
Law1048 to Italian-source dividends and capital gains arising
from the sale of qualified shareholdings by foreign investment
funds that satisfy certain criteria.

The 2021 Budget law provided that, with effect from Janu-
ary 1, 2021, dividends and capital gains derived by certain for-
eign EU/EEA UCITs funds would not be subject to Italian tax-
ation by way of either withholding or substitute tax. Specifi-
cally, this applies to a collective investment vehicle established
in an EU or EEA Member State that permits an adequate ex-
change of information where:

(i) The fund is in compliance with the provisions of Di-
rective 2009/65/EC of the European Parliament and of the
Council of July 13, 2009 on collective investment under-
takings; or

(ii) If the fund is not in compliance with the provisions of
Directive 2009/65/EC, the fund manager is subject to su-
pervision in the country in which the fund is established
in accordance with Directive 2011/61/EU of the European

1044 DPR No. 600, September 29, 1973, Art. 30 (2), as amended by Law No.
122, July 7, 2016, Art. 6.

1045 DPR No. 600, September 29, 1973, Art. 26, as amended by D. Lgs. No.
461, November 21, 1997, Art. 12(5).

1046 Law No. 178, December 30, 2020, Art. 1 (631)–(633). The exemption
also applies to the taxation of Italian-source capital gains that are realized by
such qualifying funds on or after January 1, 2021.

1047 Private letter ruling No. 148/2024 published on July 11, 2024.
1048 L. No. 178, December 30, 2020, Art. 1 (633).
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Parliament and of the Council of June 8, 2011 (the “AIFM
Directive”).
This measure was introduced to remove differences in

treatment between investment funds governed by Italian law
and those governed by foreign law, in light of the provisions
of Article 63 of the Treaty on the Functioning of the European
Union (TFEU) regarding the free movement of capital, which
prohibits all restrictions on the movement of capital between
EU Member States, as well as between Member States and
third countries, subject to the possibility of derogation allowed
by Article 65 of the TFEU.

The Tax Agency has made it clear that the exemption for
dividends paid with respect to, and capital gains from the sale
of, qualified shareholdings available to Italian collective invest-
ment vehicles applies to foreign UCITs (other than real estate
funds) that are:

(i) Established in an EU or EEA Member State that allows
an adequate exchange of information.

(ii) Are either UCITS-compliant, or if not UCITS-compli-
ant, have a fund manager who is subject to supervision in
the country in which the fund is established in accordance
with the AIFM Directive.
The Tax Agency also made it clear that, although the

above regulatory requirements must be met, there is no require-
ment as to the legal form or tax status of such funds in the coun-
tries in which they are established.

Further, it noted that the AIFM Directive had introduced
measures designed to create a European internal market for al-
ternative investment fund managers (AIFMs) by establishing a
harmonized framework for the regulation of the authorization,
operation and transparency of all AIFMs that manage and/or
market alternative investment funds. Thus, the AIFM Direc-
tive, like the UCITS Directive, ensures EU-wide recognition
of each EU Member State’s authorization and supervisory sys-
tems. For a harmonized UCITS or alternative investment fund
to be established and managed in a Member State, it is suffi-
cient for the home Member State of the fund manager to grant
authorization and exercise supervision. The AIFM Directive
does not regulate alternative investment funds, which continue
to be regulated and supervised domestically under the law of
the state in which they are established.

Thus, as a rule, in the case of a non-UCITS-compliant col-
lective investment vehicle, the tax exemption regime for divi-
dends and capital gains will apply where the investment under-
taking can qualify as an alternative investment fund under the
law of the EU or EEA Member State in which it is established
and is managed by an AIFM subject to supervision under the
AIFM Directive.

The 2023 Budget Law permits individuals, noncommer-
cial partnerships and entities to pay a reduced upfront tax of
14% on unrealized gains and proceeds of mutual funds based
on the difference in value on December 31, 2022 and the orig-
inal cost basis. Taxpayers interested in this option are required
to exercise it by June 30, 2023 by providing notice to the in-
termediary managing the funds. The 14% tax is to be paid by
September 16, 2023. Excluded from this option are funds held
under the managed savings option. The option also applies to
certain types of life insurance policies.1049

In the case of securities or certificates without a fixed ma-
turity date, an advance payment must be made by March 31 of
the relevant year of one-third of the tax computed on the dif-
ference between the value of the securities or certificates on
December 31 of the prior year and their value in the year pre-
ceding the prior year (the relevant date again being December
31).1050

I. Distressed Taxpayers

Taxpayers in economic difficulty, as defined by reference
to an economic condition indicator (indicatore della situazione
economica, ISEE) of not more than 20,000 euros, will have
the opportunity to extinguish their income tax debts or missed
social contributions that were sent for collection in the period
from January 1, 2000 through December 31, 2017, by paying
tax at the rate of either 16.2% or 35%, depending on their ISEE
income level. These taxpayers may pay these debts either in in-
stalments or by way of a lump sum and will not have to pay
interest or penalties due on them.1051

J. Biennial Preventive Agreement

Legislative Decree No. 13 of February 12, 2024, intro-
duced a program under which small businesses and self-em-
ployed individuals can enter into agreements with the Italian
Tax Agency for a two-year settlement of income earned from
their business activities. By participating in the program, such
taxpayers will avoid being subject to inductive assessments
during this period, although the Tax Agency may still perform
checks and inspections that could result in a taxpayer being ex-
cluded from the program.

The Tax Agency will calculate a higher estimated income
for the two-year period based on information previously de-
clared by the taxpayer and other information available to the
Agency. If the Taxpayer agrees to participate in the program
and the earned income in the two-year period is actually higher
than the Tax Agency’s estimate, the taxpayer will have
achieved a tax saving.

Taxpayers subject to personal income taxation who opt in-
to this program will pay an incremental substitute tax in place
of IRPEF (including the regional and municipal tax) or IRES.
The substitute tax will be levied at the following rates:

(i) 10% for taxpayers with a reliability index1052 of 8, 9 or
10;

(ii) 12% for taxpayers with a reliability index of 6, 7 or 8;
and

(iii) 15% for taxpayers with a reliability of index of 5 or
less.

1049 Law No. 197, December 29, 2022, Art. 1 (112)–(114).
1050 DPR No. 600, September 29, 1973, Art. 26, as amended by D. Lgs. No.

461, November 21, 1997.
1051 Law No. 145, December 30, 2018, Art. 1 (184)–(199).
1052 The reliability indices or “indici sintetici di affidabilità” (ISAs) are spe-

cial instruments providing taxpayers with an overall assessment of their tax re-
liability, graded on a scale of 1 to 10, arrived at through the application of indi-
vidual indicators. A survey is attached to income returns in which a taxpayer’s
economic accounting and structural data is reported. The higher the score, the
more reliable the taxpayer is and the less likely to be subject to audit.
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For IRES taxpayers, the rate of substitute tax is 10% and
for start-ups, 3%.

Following the 2024 corrective decree, a “flat-tax” amnesty
(ravvedimento operoso) was introduced, allowing taxpayers
who join the program to clear past tax irregularities for the
years 2018 to 2022 by paying a significantly reduced substitute
tax.1053

To be eligible for the program, a taxpayer may not:

(i) Have outstanding taxes or social security contributions
of more than 5,000 euros that have been finally assessed
by the Tax Agency and due as of December 31, 2024;

(ii) Have failed to file taxes for the three years prior to the
years covered by the agreement;

(iii) Have been convicted of a tax crime or the crime of
falsifying company information, money laundering, self-
laundering or the use of illegally-sourced money, goods or
benefits in the last three years prior to the years covered by
the agreement;

(iv) Have 40% or more of the income earned in the tax-
payer’s business activity excluded from its taxable base in
the year prior to the years covered by the agreement;

(v) If it is a corporate taxpayer, have been involved in
a merger or split-off operations or the sale of a business
branch or, if it is a partnership or an association, had a

1053 DL No. 113, Aug. 9, 2024, Art. 2-quater as converted into Law No.
143, Oct. 7, 2024.

change in its membership structure in the first year cov-
ered by the agreement; or

(vi) Have been a business start-up or a taxpayer paying
personal taxes under the flat tax option in the year prior to
the years covered by the agreement.
The program is no longer available to taxpayers in the flat-

rate regime as of the 2025 tax year.1054 The program was set to
expire on October 31, 2024, but was subsequently extended to
December 12, 2024, for certain categories. For future periods,
the permanent deadline for joining has been established as Sep-
tember 30 of each year.1055

K. Civil Penalties

Article 19 of Law No. 111 of August 9, 2023, by which
the Italian Parliament approved a set of general principles per-
mitting the Government to reform the Italian tax system, also
provides for the reorganization of both civil and criminal penal-
ties to ensure these penalties are more integrated and to create
a penalty system that has greater proportionality.

On June 14, 2024, the government passed legislative de-
cree No. 87 reducing civil penalties on violations that take
place on or after September 1, 2024. The key changes to civil
penalties are set out in the table below:

1054 DL No. 167, Nov. 14, 2024, Art. 1.
1055 D. Lgs. No. 81, June 12, 2025, Art. 7.

Violation Penalty Before D.Lgs. No. 87 Penalty After D.Lgs. No. 87

Failure to file person income tax return
and IRAP returns

120% to 140% of tax due 120% of tax due

Filing inaccurate personal income tax or
IRAP return

135% to 270% of tax due 120% of tax due

Failure to file withholding tax return 120% to 240% of tax due 70% of tax due
Filing inaccurate withholding tax return 90% to 180% of tax due 120% of tax due
Failure to file VAT return 120% to 240% of tax due 120% of tax due
Filing inaccurate VAT return 90% to 180% of tax due 70% of tax due
Filing inaccurate VAT return containing
non-existent transactions or fraudulent
behavior

135% to 270% of tax due 105% to 140% of tax due

VAT record keeping violations 90% to 180% of tax due 70% of tax due
Failure to issue VAT invoices or trans-
portation documents, or issuing such
documents for lower amounts

90% of tax due 70% of tax due

Wrongful VAT deductions 90% of wrongful deduction 70% of wrongful deduction
VAT violations by client or purchaser
(non-compliant or non-existent invoices)

100% of tax due 70% of tax due

Late or omitted payments 30% of tax due 25% of tax due
Offsetting tax with credits unavailable to
taxpayer

30% of amount of unavailable credits
taken

25% of amount of unavailable credits
taken

Offsetting tax with non-existent credits 100% to 200% of amount of non-existent
credits taken

70% of amount of non-existent credits
taken
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L. Foreign Financial Assets

As of tax year 2011, a tax on investments held abroad
(imposta sul valore delle attività finanziarie detenute all’estero
(IVAFE)) subjects individuals resident in Italy with foreign in-
vestments to a tax on the value of those investments.1056 The cur-
rent rate of IVAFE, beginning with tax year 2014, is 0.2%, up
from 0.15% in 2013 and 0.1% in 2011 and 2012. As of tax year
2024, in countries or territories with a privileged tax regime
(“black list” jurisdictions), IVAFE is levied at the rate of 0.4%.
For simple foreign bank accounts, a flat fee of 34.20 euros ap-
plies (if the average annual balance exceeds 5,000 euros), re-
gardless of the country’s tax status.

Although the types of “foreign investments” subject to this
tax are not clearly defined in the law, it has been generally
understood by tax practitioners that “foreign investment” is to
be broadly construed to include all types of investments held
abroad, including bank accounts (currently accounts with an
average balance in excess of 5,000 euros during a tax year),
with the only clear exception being investments managed by an
Italian intermediary, provided that the intermediary has levied
withholding on those investments.1057

The tax basis is the market value of the investment as es-
tablished by the country in which the investment is held at the
end of the year or, if that cannot be ascertained, the nominal
value of the investment or the amount of return.1058

Taxpayers have a tax credit for any similar tax already
paid on the investment, up to the amount of tax due in Italy.1059

Taxpayers pay IVAFE when they pay personal income
tax. Penalties for failure to pay are the same as those imposed
for failure to pay IRPEF, i.e., 25% of the sum not paid.1060 The
tax authorities may also levy fines on the grounds that taxable
income was under-declared and impose a penalty of 70% of the
additional tax due or of the excess tax due as a result of the dis-
allowance of a tax credit claimed.1061 In certain instances, where
an investment is not declared, depending on the amount of the
undeclared investment, a taxpayer may also face criminal pros-
ecution.1062

M. Sales of Real Property Renovated with Super Bonus
Deduction

Among the measures designed to kick start the economy
after COVID-19, Italy introduced a bonus for property renova-
tion in the form of a 110% tax credit for seismic and energy ef-
ficiency renovations to residential property. The credit could be
taken as an offset against tax due in the taxpayer’s annual in-
come tax return in five equal installments or sold to a financial
institution. As this “super bonus” deduction has proved costly,

1056 DL No. 201, Dec. 6, 2011, as converted into law by L. No. 44, April 26,
2012, Arts. 19(18), (20).

1057 Tax Agency Circular N. 38/E/2013.
1058 DL No. 201, Dec. 6, 2011, as converted into law by L. No. 44, April 26,

2012, Art. 19(20).
1059 DL No. 201, Dec. 6, 2011, as converted into law by L. No. 44, April 26,

2012, Art. 19(21).
1060 D. Lgs. No. 471, Dec. 12, 1997, Art. 13(1) as amended by Art. 2 (1),

(l), D. Lgs. No. 87, June 14, 2024.
1061 D. Lgs. No. 471, Dec. 12, 1997, Art. 1(2) as amended by Art. 2 (1), (a),

D. Lgs. No. 87, June 14, 2024.
1062 D. Lgs. No. 74, March 3, 2000.

Itay has begun to pare it back. The bonus was scaled back to
90% with effect from January 1, 2023. In 2024, the bonus was
only 70% and in 2025 is further reduced to 65%. The govern-
ment has also recently enacted legislation to discourage specu-
lation in property that has benefited from the bonus by provid-
ing for capital gains taxation with respect to disposals of such
property in certain circumstances.

Generally, no Italian tax is due on the sale by a private in-
dividual of real property that has been owned by the individual
for more than five years as of the date of sale. However, the
2024 Budget Law provided that tax will be due on gains from
the sale of renovated property with respect to which the owner
claimed the super bonus deduction tax if the property has not
been held for at least 10 years following completion of the rel-
evant renovation work.

In the case of real property sold within five years of com-
pletion of the renovations, no deduction for the cost of the work
will be allowed in calculating the taxable gain. In the case of
real property sold between five and 10 years after the comple-
tion of the renovations, only 50% of the cost of the work will
be allowed.1063

The gain will be taxed at the rate of 26%.

N. High Net Worth Individuals

The flat tax on high net worth individuals was introduced
in the 2017 Budget law. The tax allows high net worth individ-
uals who transfer their residence to Italy to pay a flat tax on
their non-Italian source income. The regime often goes hand in
hand with the fast-track investor visa available to non-EU citi-
zens.

High net worth non-EU citizens and EU citizens (includ-
ing Italian citizens) who choose to make Italy their principal
residence may elect this option if they have not been resident
in Italy for nine out of the past 10 calendar years. Once the op-
tion has been exercised, it applies for a minimum period of nine
years and a maximum of 15 years. It can be terminated at any
time within this period by the taxpayer, or automatically if the
taxpayer transfers his or her residence outside Italy or fails to
pay the flat tax.

Under the rules as initially introduced in 2017, the tax on
all income derived outside Italy by an individual who opted for
flat taxation in the first tax period in which he or she took up
residence in Italy was 100,000 euros and each family member
who opted to take up residence in Italy was subject to a flat tax
of 25,000 euros,1064 rather than ordinary IRPEF taxation. In Au-
gust of 2024, the flat tax charge was increased to 200,000 eu-
ros on all income derived outside Italy.1065 Thus, taxpayers who
opted for the flat tax after August 10, 2024, will have to pay
the higher tax in their 2025 tax filings. The additional 25,000
euros per family member remains unchanged.1066 As of January

1063 TU, Arts 67–68; Tax Agency Circular N. 13/E/2024.
1064 The family members who may take advantage of this option are defined

in Civil Code, Art. 433 and include: the spouse, children and their spouses, par-
ents, grandparents, and brothers and sisters of the high net worth individual.

1065 DL No. 113, Aug. 9, 2024, Art. 2, as converted into Law No. 143, Oct.
7, 2024.

1066 DPR No. 917 of Dec. 22, 1986, Art. 24-bis, added by Law No. 232, of
Dec. 11, 2016, Art. 1 (152) and further amended by DL No. 113, August 9,
2024, Art. 2.
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1, 2026, taxpayers will be subject to a flat tax of 300,000 euros
on all income derived outside Italy, with an additional 50,000
euros payable for each family member.1067

Taxpayers exercising this option are subject neither to in-
heritance tax on their assets located outside Italy nor to gift tax-
es on gifts of assets held outside Italy. They also will not need
to report foreign financial assets or foreign real property in their
annual tax returns within Quadro RW, nor will they be subject
to IVIE or IVAFE.

The option can be exercised in a taxpayer’s first income
tax filing after he or she becomes resident in Italy. Prior to tak-
ing up residence in Italy, a taxpayer may also request a letter
ruling from the Italian Tax Authority as to his or her eligibility
to avail himself or herself of the option. The request must con-
tain sufficient information to show that the taxpayer was not an
Italian resident in the previous 10-year period. The tax agency
has 120 days to respond to the request.

While the tax regime does not limit the activities an in-
dividual may undertake in Italy, the individual will be taxed
at Italy’s regular income tax rates on investment, business and
work income derived in Italy.

O. Building Renovation Bonus

The Building Renovation Bonus is a tax incentive de-
signed to encourage the renovation and maintenance of resi-
dential properties. It allows taxpayers to deduct a portion of

1067 Law No. 199, Dec. 30, 2025, Art. 1 (25).

their renovation expenses from their personal income tax (IR-
PEF). The bonus operates as a deduction spread over 10 equal
annual installments in the taxpayer’s annual tax return and is
subject to the following limits:

• Principal residence: 50% deduction on eligible expenses;

• Secondary residences: 36% deduction on eligible ex-
penses;

• Spending limit: The maximum deductible amount is
capped at 96,000 euros per property unit.
Work that is eligible for the deduction includes the re-

placement of windows, renovation of electrical or plumbing
systems, installation of elevators, and accessibility improve-
ments for people with disabilities; works preserving the build-
ing’s historical or functional integrity; structural modifications
such as opening of new doors/windows, or merging/splitting
real estate units; and security upgrades, such as installations
of alarm systems, security cameras, window grates, and rein-
forced doors.

All payments must be made via a specific dedicated bank
transfer which must include the purpose of the payment, the
tax code of the beneficiary, and the VAT/tax code of the con-
tractor. Owners are required to keep all building permits (e.g.,
CILA, SCIA), invoices, and payment receipts for future au-
dits.1068

1068 Law No. 199, Dec. 30, 2025, Art. 1 (22) (b).
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X.X. Taxation of Nonresident IndividualsTaxation of Nonresident Individuals

A. Scope of Taxation

1. In General

Nonresident individuals are subject to personal income tax
(imposta sul reddito delle persone fisiche (IRPEF)) only on
their Italian-source income. They may also be subject to the re-
gional tax on productive activities (imposta regionale sulle at-
tività produttive (IRAP)) on such income if they have a fixed
place of business in Italy for at least three months.1069

2. Italian Source Income

The following kinds of income are generally deemed to be
of Italian-source:

(i) Income from real property located in Italy;

(ii) Income from capital paid by the state, a resident, or a
permanent establishment (PE) in Italy;

(iii) Income from employment carried on in Italy or car-
ried on abroad in the interest of the state;

(iv) Income from a profession carried on in Italy;

(v) Business income earned through a PE in Italy;

(vi) Other income, for example, income from speculative
transactions and capital gains (with the exception of gains
on transfers of nonqualified securities — see below), if the
income-producing transactions are carried out in Italy or
with respect to assets in Italy;

(vii) Capital gains from the liquidation of an Italian com-
pany;

(viii) Income of companies and associations subject to cor-
porate tax (imposta sul reddito delle società or IRES) that
is attributable to nonresident entities;1070 and

(ix) Income from the sale of shares (nonlisted companies)
where more than 50% of the value of the shareholdings de-
rives, at any time during the course of the 365 days pre-
ceding the sale, directly or indirectly, form real property
located in Italy.1071

Nonresidents are not subject to tax on capital gains from
nonqualified transfers of securities even when the securities are
held in Italy, provided they reside in a country that has a tax
treaty with Italy containing an exchange of information pro-
vision and that is not considered to be a tax haven.1072 Capital
gains from qualified transfers are taxable in the hands of non-
residents, unless exempted under the terms of an applicable tax
treaty.

Until the enactment of the 1986 Tax Reform, it was gener-
ally held that, before Italian-source income was taxable in the
hands of a nonresident, a “territorial connection” was required.
The determination of what constituted a territorial connection,

1069 D. Lgs. No. 446, December 15, 1997, Art. 12(2).
1070 TU, Art. 23.
1071 TU, Art. 23 (1-bis) as added by Law No. 197, Dec. 29, 2022, Art. 1

(96).
1072 D. Lgs. No. 461, Nov. 21, 1997, Art. 5; TU, Art. 81.

beyond the mere fact of payment, was the object of protracted
academic discussion and litigation, particularly with respect to
royalties. The 1986 Tax Reform resulted in the settlement of
the controversy by providing that certain taxes may be levied
on nonresidents without any territorial connection. For exam-
ple, royalties remitted by an Italian payor are subject to with-
holding taxes and gains realized from the sale of shares of Ital-
ian companies are, in the absence of treaty protection, liable to
tax in Italy, even if neither the buyer nor the seller is resident in
Italy.

B. Withholding Source Tax

Salaries and wages are subject to withholding tax at source
at rates varying in accordance with the amount of income
earned. Income from professions and other independent work
is subject to a final withholding tax at the rate of 30%, although
lower rates are provided for in some of Italy’s tax treaties. Pay-
ments for the loss of goodwill are subject to a 15% withholding
tax.

The following types of income are subject to a withhold-
ing tax at source that constitutes final payment of the income
tax due (see the Worksheets):1073

(i) Dividends payable to nonresidents are subject to a 1.2%
withholding tax if the beneficiary is tax resident in a Eu-
ropean Union (EU) or European Economic Area (EEA)
Member State (if the EC Parent-Subsidiary Directive does
not apply) or, with effect from July 1, 2014, a 26% with-
holding tax in other cases,1074 unless an applicable tax
treaty provides otherwise.1075 A taxpayer may claim a re-
fund of up to 11/26 of the Italian withholding tax. As a re-
sult, the effective Italian withholding tax rate may be re-
duced to as low as 15%. The taxpayer must prove that tax-
es were paid abroad on the same funds.1076

(ii) Interest paid to a nonresident on bonds issued by the
state, banks and quoted companies and on asset-backed se-
curities issued by a special purpose vehicle (SPV — a se-
curitization entity) is not subject to withholding tax pro-
vided the investor resides in a country with which Italy
has an adequate exchange of information system.1077 The
investor must file a certificate with his or her financial in-
termediary stating that he or she is the true beneficiary
and does not reside in a tax haven. The certificate remains
valid until revoked.

(iii) Interest payable to nonresident beneficiaries is gener-
ally subject to withholding tax at a rate of 26%; this ap-
plies to: interest on bonds issued by non-quoted companies
when a non-market interest rate is applied; and interest on

1073 DPR No. 600, September 29, 1973, Arts. 25–27.
1074 DPR No. 600, September 29, 1973, Art. 26.
1075 See, e.g., 1999 Italy-United States tax treaty, Art. 10(2).
1076 DPR No. 600, September 29, 1973, Art. 26, as modified by D. Lgs. No.

461, November 21, 1997, Article 12-(1), and as further amended by DL 238,
August 13, 2011, Art. 1(13)(a)(1), (c), as further amended by Law No. 208,
December 28, 2015, Art. 1(62).

1077 This rule became effective on January 1, 2002, DL No. 350 of Septem-
ber 25, 2001, pursuant to Article 10 of as converted into permanent law by Law
No. 409 of November 23, 2001.
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bonds with a term to maturity of less than 18 months.1078

Interest on bank deposits and current accounts with credit
institutions is subject to withholding at a rate of 26%, but
may be exempted if an applicable tax treaty provides for
the exchange of information between Italy and the other
country concerned, and the other country is not considered
to be a tax haven.

(iv) Royalties paid by Italian companies or individuals to
nonresident beneficiaries are generally subject to a final
withholding tax at the rate of 22.5% (i.e., 30% of 75% of
gross royalties).1079

(v) A 10% withholding tax applies to lottery winnings con-
nected with charitable or other good works, and a 20% rate
to winnings from television, radio and sporting competi-
tions, and most prizes and lotteries conducted directly by
the state.1080

The provisions of relevant double taxation agreements
should be studied for possible adjustments to all the withhold-
ing rates set out above in (i) to (v).

Furthermore, EC Interest and Royalties Directive 2003/49/
CE of June 3, 2003 (IRD), enacted in Italy by Legislative De-
cree No. 143, May 30, 2006, with effect from January 1, 2004,
provides that in certain cases interest and royalty payments are

1078 DPR No. 600, September 29, 1973, Art. 26, as amended by DL No. 323,
June 20, 1996, Art. 7(6), converted by Law No. 425, August 8, 1996, and as
further amended by DL 238, August 13, 2011, Art. 1(13)(a)(1), (c).

1079 DPR No. 600, Sept. 29, 1973, Art. 25.
1080 DPR No. 600, Sept. 29, 1973, Art. 30.

not subject to withholding if the beneficiary is an EU corpora-
tion owning 25% or more of the payor.1081

C. Assessment and Payment of Tax

Generally, the tax liability of nonresidents is calculated in
the same way as that of residents. However, nonresidents are
not entitled to deduct such costs as alimony, indemnity for loss
of goodwill, charitable donations for the clergy, social securi-
ty, and welfare contributions. Nonresidents are required to file
a tax return (Modello Redditi Persone Fisiche) and complete
the return schedules that cover the type of income received, to
report Italian-source income other than income subject to final
withholding tax at source.

1081 A case was recently decided in the regional tax court of Lombardy (Re-
gional Tax Court Decision Lombardy No. 295 of February 3, 2022) concerning
the payment of interest by an Italian company to its Luxembourg parent under
the IRD exemption from withholding. The Luxembourg company receiving the
interest was wholly owned by another Luxembourg company that was whol-
ly owned by a third Luxembourg company that was wholly owned by a Dutch
Investment fund that was managed by a UK partnership. The Lombardy court
applied a look-though approach holding that even though the direct recipient of
the interest was not the beneficial owner this would not jeopardize application
of either the IRD exemption or the direct loan withholding exemption under
DPR No. 600 of September 29, 1973, article 26 (5-bis), provided the indirect
recipient (i.e., the beneficial owner) met the requirements for the exemption.
The case is in contrast with the position taken by the Italian Tax Authorities in
case audits but is consistent with an earlier, 2019, provisional tax commission
case decided in Milan. An appeal is expected to the Supreme Court of Cassa-
tion.
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XI.XI. Value Added TaxValue Added Tax

A. Scope of VAT

1. In General

In 1972, the value added tax (imposta sul valore aggiunto
or IVA, hereafter “VAT”), which is a direct consumer tax and
not a traditional “cascade” sales tax, abolished and replaced a
turnover tax on sales and some 20 indirect taxes. The collection
of the tax is based on a system of numbered and recorded in-
voices and other accounting records, the maintenance of which
is a considerable guarantee against tax evasion.1082

Payment of the tax ultimately falls on the consumer be-
cause payments of VAT on all purchases of products and ser-
vices by manufacturers are offset against VAT charges on the
sale of all manufactured goods. The process whereby the tax is
collected exempts the nonconsumer from payment of the tax.
The tax authority, in effect, maintains an account to which all
VAT payments made by the manufacturer are credited and all
VAT charged to purchasers of its products is debited. Such ac-
counts may be closed out at various intervals depending on the
volume of the taxpayer’s business, the taxpayer paying the dif-
ference between the amount of VAT charged on its sales and
the amount of VAT paid on its purchases in the preceding peri-
od. If the taxpayer has paid more VAT than it has charged, the
excess is carried over as a credit to its account for the subse-
quent accounting period. However, supplies of goods and ser-
vices to public sector agencies are treated differently given that,
although the supplier calculates VAT in the invoice, the agency
will not pay the VAT in the invoice to the supplier but directly
to the tax authority.1083

Currently, any entrepreneur that, at the end of an account-
ing period, has paid more VAT than it has charged may choose
to credit the sum against its income tax, regional tax on pro-
ductive activities (imposta regionale sulle attività produttive or
IRAP) or social security taxes due.

However, this horizontal offset is not permitted where the
taxpayer has more than 1,500 euros outstanding on any of these
other taxes registered on the tax rolls.1084 Moreover, offsetting
of VAT in amounts in excess of 5,000 euros can only be done
via computer link on the sixteenth day of the month following
the month in which the return or claim is filed; for amounts in
excess of 15,000 euros, a seal of approval by an accountant or
a labor consultant must be affixed to the return, or the claim.1085

For further research on the Italian VAT system, see also
the VAT Navigator.

Law No. 111 of August 9, 2023, also enables for the
amendment of sections of the Italian VAT legislation to align

1082 DPR No. 633, Oct. 1972, as amended several times (the “VAT Law”).
DPR Nos. 24, Jan. 29, 1979, and 94, March 31, 1979, changed the structure of
the law above to comply with the Sixth EC Directive, now Council Directive
2112/2006/EC. DPR No. 897, Dec. 30, 1980, introduced new anti-avoidance
measures, while improving general terms for exporters.

1083 DPR No. 633, Oct. 26, 1972, Art. 17.
1084 DL No. 78, May 31, 2010, Art. 31(1), as amended by Law No. 122,

July 30, 2010.
1085 DL No. 78, July 1, 2009, Art. 10, as amended by DL No. 16, Feb. 2,

2012, Art. 8.

it more fully with European VAT law. Among the rules to be
reviewed and re-defined are:

(i) VAT exempt transactions, including those transactions
for which taxpayers may currently opt for taxation;

(ii) Review of VAT in order to increase its efficiency and
to standardize the VAT treatment of similar goods and ser-
vices;

(iii) Certain VAT deduction rules including harmonizing
the deductibility of VAT in the real estate sector, and the
adjustment to the deduction of imported goods and ser-
vices;

(iv) VAT rates on imported artwork;

(v) VAT group regulations to examine the “all in, all out”
principle currently underpinning VAT group rules; and

(vi) VAT regulations of entities operating in the non-profit
sector with the goal of simplifying requirements for activ-
ities of general interest.1086

In addition, in order to detect and combat VAT fraud in
cross-border internet sales of goods and services, the Govern-
ment enacted Legislative Decree No. 153 of October 10, 2023,
to implement EU Council Directive 2020/84, providing that
payment service providers who make more than 25 cross-bor-
der payments must maintain electronic records of these pay-
ments and the beneficiaries must come into compliance with
the framework of the new centralized European system for col-
lecting and exchanging payment information — the Central
Electronic System of Payment Information (CESOP).

As of January 1, 2024, payment service providers in Italy,
which comprise electronic money institutions, payment entities
and banks, must keep specific payment information to permit
the identification of the recipient of cross-border payments.

A cross border payment is defined as one in which the pay-
er is in one EU member state and the payee is located in another
EU member state. The obligation to keep records applies when
during a quarter in the calendar year payment services of more
than 25 payments are made to the same recipient. The docu-
mentation pertaining to the payments is to be kept for three cal-
endar years from the end of the year in which the payment was
made.

In the month following each calendar quarter, a payment
service provider must provide the Italian tax authority with the
BIC or other company identification information of the pay-
ment service provider; name of the recipient and if available
the recipient’s VAT number or tax ID and address; IBAN or
other code to identify the recipient’s location; in cases where
the recipient does not have a payment account then the BIC or
other company identifier which identifies the payment service
provider used by the recipient to receive the money; and the de-
tails of payments and refunds.

Payment service providers that fail to keep said informa-
tion are subject to fines ranging from 1,000 to 8,000 euros.
Fines for failure to communicate the information range from
2,000 to 21,000 euros.

1086 Law No. 111, Aug 9, 2023, Art. 7.
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2. Transactions Subject to VAT

All imports of goods into Italy from outside the European
Union (EU) are subject to VAT.1087 Likewise, the transfer of
goods and the rendering of services in connection with the op-
eration of a business, or the practice of an art or profession, are
subject to VAT in all cases where the following criteria are met:

(i) The legal entities or individuals carrying out the trans-
action are classified as entrepreneurs under the applicable
provisions of the Italian Civil Code1088 (including small en-
trepreneurs and farmers); or

(ii) The transactions are carried out by public or private
entities other than legal entities, consortia, associations, or
other organizations of persons, with respect to goods in-
tended to be used exclusively or mainly in commercial or
agricultural activities.
Some transactions involving the transfer of goods or the

rendering of services may not be taxable, depending on the na-
ture of the parties to the transaction. For instance, the sale of a
used car by one consumer to another consumer who is buying it
for his/her personal use is not subject to VAT because the sell-
er cannot be regarded as an entrepreneur, artist or professional
with respect to the item sold.

In addition, for certain transactions related to the real es-
tate sector, VAT is applied by the assignee or the consignor us-
ing the reverse-charge mechanism.

Finally, certain categories of transactions are exempted
from the scope of the tax. Transactions connected with inter-
national trade, and transactions subject to other indirect taxes,
such as the registration tax applying to the sale of a business
or the transfer of goods resulting from a merger, do not attract
a VAT charge. Similarly, certain cultural activities (e.g., ad-
missions to museums), certain social services (e.g., hospital
charges and public transportation), and transactions involving
export sales or their equivalent are specifically exempted from
the scope of the tax.1089 However, the availability of VAT exclu-
sions may depend on a proper classification of each individual
transaction.

Additionally, taxpayers who, during the previous calendar
year, had a turnover that did not exceed 65,000 euros, as well as
taxpayers who have just begun their activity, are exempt from
VAT.1090

3. Territorial Application of VAT

Considerable redrafting of the territorial provisions of
DPR No. 633 of October 26, 1972 (imposta sul valore aggiunto
(IVA), hereafter “the VAT Law”) was undertaken to comply
with the Sixth EC Directive (now Council Directive 2112/
2006/EC) relating to the computation of each Member State’s
contributions to EU financial operations. Under the VAT Law,
“national territory” includes all of Italy’s sovereign territory,
including its territorial waters. All transfers of goods in Italy,
except goods in transit or under customs bonding, are subject to

1087 VAT Law, Art. 1.
1088 CC, Arts. 2082, 2083, and 2135.
1089 VAT Law, Arts. 2, 8, 9, and 10.
1090 Law No. 190, Dec. 23, 2014, Art. 1 (54–89), as amended by Law No.

145, Dec. 30, 2018, Art. 1(a).

VAT regardless of the nature of the parties to the transactions.
However, the taxability of services rendered generally depends
on domicile or the existence of a permanent establishment (PE)
in Italy.

Detailed provisions in the VAT Law1091 aid in determining
whether a transaction took place in Italy. No tax is levied
on the exportation of goods. The transfer and licensing by
non-Italian companies or persons of intangible rights, such as
patents, trademarks, and know-how, may be taxable to Italian
purchasers or recipients of such rights depending on where use
and enjoyment take place.

The implementation of EC Directives 2008/8/EC, 2008/9/
EC, and 2008/117/EC changed the general rules for determin-
ing the place of supply of general services.1092 Thus, services
rendered between taxable persons (business to business) are to
be considered as rendered where the customer is located. How-
ever, in the case of services provided to consumers (business
to consumer), VAT is charged in the place where the service
provider is located.1093

B. VAT Rates

As of October 1, 2013, the standard rate was 22%. The
2016 Stability Law had provided that on January 1, 2017, the
standard rate would increase to 24% and again to 25% on Jan-
uary 1, 2018. The 2017 Budget Law revoked the 2017 increase
and provided that the standard rate would increase to 25% as
of January 1, 2018, with a further increase of 0.9% on January
1, 2019, bringing the standard rate to 25.9% in 2019. Howev-
er, Law 205/2017 (the 2018 Budget Law) confirms the standard
rate at 22% for all of 2018 and provided that the standard rate
will increase by 2.2% on January 1, 2019, an additional 0.7%
on January 1, 2020, and 0.1% on January 1, 2021. The follow-
ing reduced rates also apply:

(i) 4% on certain foods, beverages and agricultural prod-
ucts;

(ii) 5% on items such as hospital furniture and medical
equipment; this has recently been extended to cover sales
of collectibles and antiques;1094

(iii) 10% on foods such as meat and eggs, as well as sup-
plies of electricity and gas for domestic use, medicines,
and building restoration.
Despite numerous scheduled increases, an increase of the

10% rate to 11.5% was expected to take effect as of January
1, 2019, with a further increase to 13% on January 1, 2020.1095

These rates remain unchanged as the 2020 Budget Law revoked
the 2020 scheduled increases in VAT. VAT rates remained at
10% and 22% for all of 2020.1096 The rates of 10% and 22%
were again programmed to increase on January 1, 2021, to 12%

1091 VAT Law, Arts. 7, 8, 8-bis, and 9.
1092 D. Lgs. No. 18, February 11, 2010. General services are services for

which no special exceptions are provided in the VAT Law.
1093 VAT Law, Art. 7-ter.
1094 Legislative Decree No. 95 of June 30, 2025, Art. 9.
1095 VAT Law, Art. 16, as amended by DL No. 138, August 13, 2011, Art.

2(2-bis), by DL No. 201, December 4, 2011, DL No. 95, July 6, 2012, Art. 21,
and Law No. 228, December 24, 2012, Art. 1(480), and further amended by
Law No. 190, December 23, 2014, and Law No. 232, December 11, 2016.

1096 Law No. 160, December 27, 20129, Art. 1(3).
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and 25%, respectively. No increase was programmed for the
4% rate. However, the 2019 Budget Law repealed the sched-
uled increase of the 10% VAT rate; thus for all of 2019 it re-
mained unchanged. It was programmed again to increase to
13% in 2020. The ordinary rate of 22% was scheduled to in-
crease to 25.9% in 2020 and then to 26.5% in 2022.1097 Subse-
quently, the increase in the ordinary VAT rate of 22% and the
10% rate were both revoked;1098 hence, these rates remain un-
changed.

The applicable rate is determined by a schedule attached
to the VAT Law.

As part of the harmonization of VAT legislation in the EU,
Italy repealed a 38% VAT rate on luxury goods.

C. Assessment and Payment of VAT

The transferor of the goods or the performer of the ser-
vices, whether a natural or legal person, must make monthly or
quarterly payments (quarterly payments are only available to
taxpayers that have opted to use the simplified procedures, see
E., below) of the applicable VAT to the tax authority, after hav-
ing charged the tax due on each transaction to the recipient of
the goods or services concerned.1099 The taxpayer is allowed to
deduct from the VAT due to the tax authority the VAT paid by
the taxpayer as the transferee of goods or recipient of services.
The taxpayer is required to provide the tax authority with doc-
umentation supporting the amount of VAT paid at the end of
each year. The yearly VAT return shows the amount of tax due
or, in cases where the amount of tax paid exceeds the amount
charged, the amount refundable.

Payment of any tax still due for the reporting year must be
shown in the annual return. As previously noted, any refund to
which the taxpayer is entitled may take the form of a cash re-
imbursement or a credit to the taxpayer’s VAT account. Such
refunds may be provided to specified taxpayers on a quarterly
basis.

Failure to file a VAT return is subject to an administrative
fine of 120%.1100

D. VAT Groups

A group of resident companies can opt to be treated as a
single taxpayer for VAT purposes. To qualify for this option,
companies must have sufficient financial, economic and or-
ganizational connections. The financial connections are met
where the parent company directly or indirectly controls a ma-
jority of the voting rights of the subsidiaries. Sufficient eco-
nomic ties will be met when the companies have the same prin-
cipal purposes; their activities are complimentary or interde-
pendent; or they benefit, either totally or partially, one or more
companies in the group. To meet the requirement of organiza-
tional ties, the companies must be subject to common coordina-
tion.1101 The effects of exercising this option are that (i) the sales
of goods and services to other members of the same VAT group

1097 Law No. 145, December 30, 2018, Art. 1(2).
1098 DL No. 34, May 5, 2020, Art. 123(1).
1099 VAT Law, Art. 27.
1100 D. Lgs. No. 471, December 12, 1997 as amended by Art. 2, (1), (d), D.

Lgs. No. 87, June 14, 2024.
1101 Law No. 232, Dec. 11, 2016, Art. 1 (24).

are not considered sales of goods or services; (ii) sales of goods
and services made by one group participant to a third party are
considered to have been made by the entire group; (iii) sales
of goods and services from a third party to a participant of the
group are considered to have been made to the entire group;
and (iv) the rights and duties arising under the VAT legislation
are applicable to the group as a whole (for example, members
will be jointly and severally liable for VAT penalties).

To have effect in the year following that in which the op-
tion is exercised, the option must be made by September 30 (for
example, options exercised by September 30, 2024 are effec-
tive as of January 1, 2025). Options exercised between October
1 and December 31 have effect in the second year following
the exercise of the option (for example, an option exercised on
October 1, 2024, will have effect from January 1, 2026). The
option is valid for three years and will renew automatically an-
nually thereafter, until it is revoked.

The option operates on an “all-in, all-out principle.” Thus,
if a company which meets the conditions for exercising the op-
tion does not opt in, any benefit assessed upon the group will
also apply to that company.

E. VAT Record-Keeping

1. In General

To ensure that VAT collected by taxpayers is reported and
paid to the Treasury, taxpayers are required to keep detailed ac-
counts of all transactions involving VAT. Specifically, every
taxpayer is required to perform the following record-keeping
functions:

(i) A register must be maintained, with consecutively
numbered pages, in which a taxpayer engaged in a busi-
ness activity, or the practice of any art or profession must
enter all invoices and customs bills relating to goods and
services purchased or imported. Each entry must show the
date of the invoice or bill, the number given to it by the
taxpayer, the name of the transferor of the goods or the
performer of the service, the amount of the taxable trans-
action, and the tax.

The taxpayer is required to record such invoices within
specified periods of time after the occurrence of the trans-
actions concerned. The actual invoices issued, the invoices
and customs bills received, and the registers reflecting
such records for each calendar year must be maintained in
good order until final determinations of VAT for the cal-
endar year have been made or the statute of limitations has
expired.1102

As a result of a major change to the VAT Law, a company
keeping ordinary accounts may choose not to keep a VAT
register if its journal ledger is kept in accordance with
VAT rules and in such manner as to be readily available
for inspection by the tax authorities.1103

(ii) Invoices must be issued in duplicate for each taxable
transaction within a specified time. Such invoices must
be numbered consecutively and dated, and must show the

1102 VAT Law, Art. 39.
1103 DPR No. 435, Dec. 7, 2001.
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names and addresses of the parties to the transaction; the
description, quality and quantity of the goods and services;
the amount involved; and any other financial information
appropriate for calculating the taxable base, and the rate
and amount of tax due. In addition, the individual issuing
the invoice must list his/her tax identification number.1104

Special rules, consistent with EC Directive 2001/115, ap-
ply with respect to electronic invoices, as follows:1105

• An invoice may be issued electronically on condition
that the recipient agrees and an electronic signature is
used to attest to the date of issue;

• A single invoice may be issued to a customer for
goods sold and services rendered on the same day; and

• An invoice may be issued by the customer, a third par-
ty or a resident of another country that exceeds 500 eu-
ros.

(iii) An additional register must be maintained showing all
invoices issued by the taxpayer. The entry for each such
invoice must show its number, the value of the taxable
transaction, the amount of VAT, and the name of the re-
cipient of the goods or services. Within the first 15 days of
each month, the register must show the VAT paid with re-
spect to the previous month.
As of January 1, 2019, with few exceptions, all invoices

must be issued in electronic format.

2. Simplified Regime

The VAT Law provides a special regime for taxpayers en-
gaged in businesses relating to farming and fishery products
that essentially permits them to use special fixed rates for de-
termining their deductions for VAT, thus eliminating some of
the administrative aspects of the VAT Law. Furthermore, tax-
payers whose turnover does not exceed 7,000 euros, at least
two-thirds of which consists of the sale of agricultural or fish-
ery products, are exempt from the payment of the tax and from
the invoicing, registration, periodic payment and return filing
requirements. The sole obligation of such taxpayers is to keep
and number invoices and important certificates relating to their
purchases and imports.

A transferee or contractor that purchases goods or utilizes
the services of such taxpayers in connection with the conduct of
any enterprise must issue and register self-invoices (and send a
copy to the other party, who must number and retain the self-
invoices).

Articles 32 and 33 of the VAT Law provide the following
simplified procedures for taxpayers engaged in the arts or pro-
fessions or providing services with a turnover of 400,000 euros
or less in the previous calendar year, and for taxpayers engaged
in other sectors with a turnover of 700,000 euros or less:

(i) Invoicing and registration may be completed using a
series of perforated coupons. The removable half of the
coupon constitutes the invoice and must be delivered to the
other party; the other half remains attached to the coupon

1104 VAT Law, Art. 21.
1105 DL No. 52, Feb. 20, 2003, amending DPR No. 663/1972 of Oct. 23,

1972, Art. 21.

book and constitutes the registration required by Article 23
of the VAT Law.

(ii) Taxpayers are generally required to pay VAT every
month. However, if their business volume is below certain
limits, they may choose to pay every three months, in
which case they will have to pay interest at a rate of 1%.
Perhaps the most significant simplification of the VAT

record-keeping requirements relates to taxpayers engaged in re-
tail trade and related activities. Taxpayers engaged in the fol-
lowing are not required to issue an invoice at the time of the rel-
evant transaction, unless asked to do so by the customer: retail
trade; the dispensing of food and beverages in public places or
premises open to the public; the transportation of persons; ho-
tel services; and services supplied on such public premises, in
customer-owned premises, or by way of door-to-door trade.1106

Taxpayers operating under this provision must, within a
day after each taxable transaction, enter all transactions carried
out each day into a daily register, the total proceeds therefrom,
and the amounts of VAT charged at the various rates. Certain
taxpayers also are required to issue “fiscal receipts” to cus-
tomers with respect to the relevant transactions.

In calculating the amount of VAT due to the Treasury
from such taxpayers, the sum payable is obtained by deducting
from gross receipts appropriate percentages, based on the rates
applicable to the transfer of the goods or the supply of the ser-
vices in question, which will be added to the amount of VAT
shown on the invoices requested by customers.

While the above procedures were specifically created for
the benefit of taxpayers engaged in retail trade, the Ministry
of Finance may, by decree, expand their application to include
banks, insurance, and telephone companies, as well as other
businesses that serve the public either so infrequently, or so fre-
quently, as to render compliance with the extensive invoicing
requirements of the VAT Law especially burdensome.

In addition, at the time the monthly or quarterly VAT pay-
ment is made to the Treasury, taxpayers must furnish the Trea-
sury with information on sales of goods and services provided
to or received from entities with residence, registered office, or
registered business address in any black listed country.1107

F. VAT Audits

The Italian tax authority is responsible both for taxpayer
compliance with record-keeping obligations and for reviewing
taxpayer returns. Taxes due on transactions not reported or un-
der-invoiced are assessed and collected following the issuance
of an assessment notice to the taxpayer notifying him of the er-
ror or omission.1108 Fines may be imposed or criminal prosecu-
tions brought in the case of false or incorrect declarations.1109

An assessment notice may be issued to a taxpayer until
December 31 of the fifth year following the year in which an
incorrect tax return was filed. In the event of failure to file a
return, such an assessment may be issued through December

1106 VAT Law, Art. 22.
1107 TU, Art. 2 (2-bis); DM March 30, 2015, contains the “Black List” coun-

tries for this purpose. (See the discussion at II.B.2.c., above.)
1108 VAT Law, Arts. 54 and 540-bis.
1109 D. Lgs. No. 471, Dec. 18, 1997, Arts. (5)–(6), as amended by DL No.

193, Oct. 22, 2016; see also D. Lgs. No. 74, March 10, 2000, Art. 2.
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31 of the seventh year following the year in which the tax re-
turn should have been filed.1110 Further, should the failure to file
or the filing of an incorrect return be held to be a crime, then
the time period for an audit may be extended to twice the peri-
od starting from the year in which the criminal violation is al-
leged.1111

In reviewing taxpayer returns and record-keeping, VAT
authority personnel are entitled to demand the production of
books and records required by law, and may search a taxpay-
er’s premises, examining any tax-related books and records
found thereon, whether or not required to be kept by law. Such
searches must be authorized by an administrative warrant. In
cases where the taxpayer is engaged in the practice of the arts
or the professions, the professional or his/her representative
must be present during the inspection.1112 Where a more inva-
sive search is involved, such as the opening of sealed packages
or safes, or if the premises are also the taxpayer’s dwelling, a
warrant must be obtained from the public prosecutor.1113 In ad-
dition, VAT authority personnel is allowed to seek information
from banks regarding customer accounts or transactions in cer-
tain circumstances.

All fines assessed against a taxpayer must be paid within
60 days of notification by the VAT authority, or, where the as-
sessment is the subject of an appeal, within 60 days of final
judgment. Appeals may be filed against VAT assessments in
accordance with the general rules of procedure for tax cases.
Within 60 days of the notification of the assessment to the tax-
payer, the deficiency as established by the court must nonethe-
less be paid as follows:

1110 VAT Law, Art. 57 (1), (2).
1111 VAT Law, Art. 57; see also D. Lgs. No. 74, March 10, 2000, Art. 17.
1112 VAT Law, Art. 52.
1113 VAT Law, Art. 52.

(i) One-half of the tax, as assessed by the tax office;

(ii) Up to two-thirds of tax owed, as calculated by the first
provincial tax commission; or

(iii) The total amount of tax still owed, as determined by
the regional tax commission.1114

G. Penalties for Non-Compliance

Under the VAT system, the taxpayer’s duties are mani-
fold: to issue invoices, to keep appropriate records, to file a
VAT return, and to pay the applicable tax to the Treasury. Vi-
olation of the record-keeping requirements is regarded as espe-
cially serious, because failure to record a transaction usually re-
sults in a failure to pay the necessary tax. Administrative fines
are levied in the amount of 70% of the taxable amount. Fines
for failure to document properly non-taxable or exempt opera-
tions range from 250 euros to 2,000 euros.1115

Criminal sanctions apply if no return is filed and the tax
evaded exceeds 250,000 euros.1116 Criminal sanctions also ap-
ply to taxpayers who evade payment of VAT in an amount that
exceeds 250,000 euros annually, or who offset VAT with non-
existent credits or credits that cannot be properly claimed by
them1117 in excess of 50,000 euros.

1114 VAT Law, Art. 68; D. Lgs. December 31, 1992, No. 546.
1115 VAT Law, Art. 42; D. Lgs. No. 471, December 18, 1997, Art. 6 as

amended by Art. 2; D. Lgs. No. 87, June 14, 2024.
1116 D. Lgs. No. 74, March 10, 2000, Art. 5, as amended by DL No. 138,

August 13, 2011, Arts. 2(36-vicies semel)(f) and 5 as amended by Art. 1(1),
(c), D. Lgs. No. 87, June 14, 2024.

1117 D. Lgs. No. 74, March 10, 2000, Arts. 10-bis and 10-quarter, as amend-
ed by Art. 35(7), DL No. 223, July 4, 2006, as converted into permanent law
by Law No. 248, August 4, 2006.
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XII.XII. Transfer PricingTransfer Pricing

A. Scope of Provision

1. In General

Guidelines for Italy’s transfer pricing laws are found in
Article 110 of the Consolidated Tax Code (DPR No. 917 of De-
cember 22, 1986, Testo Unico or TU) and periodic rules issued
by the Ministry of Finance. These have their basis in the OECD
Model Tax Convention and the OECD Guidelines for Multi-
national Enterprises and Tax Administrations. The rules apply
where an Italian company or permanent establishment (PE) di-
rectly or indirectly controls, or is controlled by, a nonresident
entity;1118 in such cases the rules allow for a departure from
the domestic principle of evaluating a transaction based on an
agreed price, thereby permitting the Tax Authorities to deter-
mine whether transactions between related companies are at
arm’s-length. Until the entry into force of Decree Law No. 50
of April 24, 2017, which amended TU, Art. 110(7), that article
provided that the evaluation was made pursuant to “normal” or
“open market” criteria rather than with the arm’s length criteria
used in the OECD Guidelines.1119 Although the evaluation crite-
ria were based on the OECD Guidelines, the amendment com-
pletely aligned the wording of Article 110(7) to the Guidelines.
As amended, it now states that the evaluation is to be made with
reference to the “conditions and prices that would have been
applied between independent parties operating under principles
of free competition and in comparable circumstances.” While
the amendment is significant, in practice the consolidated in-
terpretation of the normal or open market criteria was already
considered to mean the “arm’s length” principle of as provided
for in the OECD Guidelines.

If the tax authority prove a failure to apply arm’s length
standards showing that additional tax is due, or that a smaller
tax credit was applicable, sanctions can be levied ranging from
90% to 180% of additional tax or the difference in the tax cred-
it, subject to a minimum amount of 250 euros,1120 unless the
taxpayer adopts Country-by-Country (CbC) reporting (see be-
low)1121 and the tax authority has been notified of this fact in the
taxpayer’s return in Schedule RS.

In November 2020, the Italian Tax Agency issued revised
Guidelines for transfer pricing documentation that modify the
documentation that is required to provide the penalty protection
referred to above in the event of a transfer pricing assessment.
For a taxpayer’s contemporaneous transfer pricing documenta-
tion to be considered complete, the taxpayer must include one
or more master files (in those cases in which the group has var-
ied business activities each governed by specific transfer pric-

1118 “Control” is presumed to exist where an entity holds (directly or indi-
rectly) 50% of the capital, voting rights or rights to dividends of another entity,
or both entities are held by a third entity; or one where one entity exercises a
dominant influence over another entity as a result of shareholder agreements or
contracts.

1119 D. Lgs. No. 50, April 24, 2017, Art. 59, as converted with amendments
by Law No. 96, June 21, 2017, and as implemented by Ministry of Finance De-
cree on May 14, 2018 and in force as of May 23, 2018.

1120 DPR No. 600, Sept. 29, 1973, Art. 31; D. Lgs. No. 471, Dec. 18, 1997;
Art. 2(2-ter).

1121 Law No. 208, Dec. 28. 2015, Art. 1(145).

ing policies) containing information on the group in its totali-
ty, and a country file containing information on the companies
within the same country.1122

Italian resident companies may apply to the tax authority
for an advance ruling on the arm’s length pricing of intragroup
transactions, i.e., an advance pricing agreement (APA).1123 Once
a request for a ruling is filed with the tax authority, they have
30 days from receipt of the request to advise the taxpayer if the
application has been accepted, or to ask, if needed, for addi-
tional information. If the additional information is not provid-
ed within that time, the application will be rejected. The rul-
ing procedure must be completed within 180 days from receipt
of the application or receipt of the additional information. If
the Tax Authorities need information from another country, the
time period for completion is suspended until that information
is received. Upon completion of the procedure, the tax authori-
ty and the company will enter into an APA, which will be bind-
ing for the tax period underway at the time of its execution
and the four successive tax years, unless there are significant
changes in the facts and circumstances. As of January 1, 2021,
an APA can also be rolled back to cover tax periods that are
still open for tax assessments (generally five years from the fil-
ing of a tax return) provided the facts and circumstances under-
lying the APA are the same, and no tax assessments have been
formally initiated against the taxpayer for those prior years.

For further discussion of Italy’s transfer pricing rules, see
also Chapter 85, 6955 T.M., Transfer Pricing: Rules and Prac-
tice in Selected Countries (H–I).

2. Country-by-Country Reporting

The Budget Law of 20161124 created new rules for transfer
pricing documentation in Italy by introducing the country-by-
country (CbC) reporting requirement, based on Action 13 of
the Organization for Economic Co-operation and Develop-
ment’s Base Erosion and Profit Shifting (BEPS) Project.1125 The
CbC report is to be used by the tax authorities to assess the ra-
tionality of a taxpayer’s transfer pricing model and to evaluate
other risks regarding the erosion of the local tax base in Italy.

Although the Budget Law of 2016 established the require-
ment to develop CbC report, it was left to the Ministry of Fi-
nance to issue the implementing regulations, which were issued
on February 23, 2017, by means of a Ministerial Decree.

The Ministerial Decree lists the requirements which trig-
ger the annual reporting obligation for Italian resident compa-
nies. Companies required to file CbC report are those which are
(i) required to file consolidated financial statements, (ii) had a
consolidated turnover of at least 750 million euros in the previ-
ous fiscal year, and (iii) which are not controlled by other com-
panies or entities. Nevertheless, the duty to file a CbC report
may be complied with by a controlled company resident in Italy
when (i) the controlling company is resident in another coun-
try that has not introduced a CbC reporting requirement; (ii) the
controlling company is resident in a state that does not have a

1122 Tax Agency Circular No. 360494, Nov. 23, 2020.
1123 DPR 600, Sept. 29, 1973 Art. 31-ter; Tax Agency Circular of March

21, 2016.
1124 Law No. 208, Dec. 28. 2015.
1125 DM, Feb. 23, 2017, Art. 2.
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tax treaty with Italy with adequate exchange of information, or
(iii) the controlling company is not compliant with its CbC re-
porting duties in its country of residence.1126

The CbC report must be filed within 12 months from the
end of the reporting period.1127 It must contain aggregate data
for each jurisdiction of all the group companies with respect
to gross revenues and profit or loss, income taxes paid and ac-
crued, equity, undistributed profits, number of employees, and
tangible fixed assets, as well as the organizational and identify-
ing information of each entity or PE in the group and the nature
or principal activities carried out.1128

Italy automatically exchanges the CbC report with other
EU Member States and non-EU countries with which it has ex-
change of information agreements in force within 15 months
from the close of the reporting period to which the CbC report
relates to.1129

The first CbC reporting period was for tax year 2016.1130

The failure to file the report or the filing of an incorrect
CbCR is subject to a fine ranging from 10,000 to 50,000 eu-
ros.1131

3. Public Country-by-Country Reporting

In order to align Italy’s domestic law with EU Directive
2021/2101, which requires large multinational entities (MNEs)
to publicly divulge income tax related information, on Septem-
ber 12, 2024, Italy enacted Legislative Decree No. 128. Ac-
cordingly, large Italian MNEs are required to publicly disclose
income tax related information for each EU Member State ju-
risdiction, as well as for jurisdictions included in the EU list of
noncooperative jurisdictions. Data regarding other jurisdictions
may also be included.

Specifically, these reporting obligations apply to parent
companies, standalone Italian companies, and Italian compa-
nies which have not exceeded the revenue threshold, but are
part of a consolidated group not incorporated in a Member State
that has exceeded the revenue threshold for the last two consec-
utive tax years.

A branch of a foreign corporation can be subject to these
public reporting requirements if the company opening the
branch is part of a group which does not include companies
controlled by a parent company in a third country or is opened
by an independent company whose revenues resulting from the
consolidated financial statements, as of the closing date for
each of the last two consecutive fiscal years, exceeds 750 mil-
lion euros.1132

Companies exceeding the threshold but subject to indus-
try-specific tax disclosure regulations, such those in the bank-
ing sector, are exempted from this reporting, as are independent
companies and entities belonging to groups with a branch in on-
ly one EU Member State and in no other jurisdiction, and com-
panies which though they have a parent company in a non-EU
jurisdiction, said applies comparable disclosure obligations.1133

1126 DM, Feb. 23, 2017, Art. 2(2).
1127 DM, Feb. 23, 2017, Art. 5.
1128 DM, Feb. 23, 2017, Art. 4.
1129 DM, Feb. 23, 2017, Art. 6.
1130 Law No. 208, Dec. 28. 2015, Art. 1(144).
1131 Law No. 208, Dec. 28, 2015, Art. 1(145).
1132 D. Lgs. No. 128, Sept. 4, 2024, Art. 5(ter).

The information to be published must include:1134

i. Name of the reporting company;

ii. List of the consolidated companies, when the reporting
company is the parent company;

iii. Brief description of the business activities;

iv. Number of employees;

v. Total revenues;

vi. Before tax profit or loss;

vii. Income tax accrued and paid;

viii. Retained earnings.
The report must be made publicly available at no cost on

the parent company’s website as well as that of any controlled
company within 12 months of the close of the tax year. The re-
port must also remain available for at least five years and be
filed with the Italian Company Registry.

The public CbC reporting provisions apply to tax years be-
ginning on or after June 22, 2024.

4. Unilateral Adjustments

Italy has also introduced a unilateral adjustment procedure
for downward adjustments to income available after an interna-
tional audit where the results are shared by cooperating com-
panies; or pursuant to a taxpayer’s application following an
arm’s length transfer price adjustment made in a country that
has a tax treaty with Italy containing provisions for adequate
exchange of information.1135 This procedure is in addition to the
mutual agreement procedures (MAP) already available in Italy
(see XIII.B., below). However, to implement this change and
fully adopt the arm’s length definition in TU, Article 110, the
Ministry of Finance must provide regulations. On February 23,
2018, the Ministry of Finance opened a public consultation on
the two draft guidelines needed. Following the closure of the
consultation on March 24, 2018, the Ministry of Finance, on
May 14, 2018, issued the decree containing the guidelines.1136

The first regulation addresses arm’s length issues in ac-
cordance with OECD transfer pricing guidelines. It provides a
definition of “related entities” for both legal and de facto con-
trol purposes that closely adheres to the OECD Model Conven-
tion definition. It introduces the five comparability elements for
benchmarking: the terms of the contact; the functions, assets
and risks to the parties from the transaction; the characteristics
of the goods and services; the economic and market conditions;
and the business strategies of the parties. It also introduces the
criteria for selecting the most appropriate transfer pricing meth-
ods in line with OECD transfer price guidelines and interna-
tional best practices.

The second regulation addresses the guidelines for im-
plementing the unilateral adjustment procedure and provides
that, to recover excess taxes paid in Italy, the primary adjust-

1133 D. Lgs. No. 128, Sept. 4, 2024, Art. 5(quarter).
1134 D. Lgs. No. 128, Sept. 4, 2024, Art. 5 (quinquies).
1135 DPR No. 600, Sept. 9, 1973, Art. 31-quater; Tax Agency Circular

March 3, 2016.
1136 Linee Guide per l’applicazione delle disposizioni previste dall’art. 110

comma 7 del Testo Unico delle Imposta sui Redditi approvato con D.P.R. 22
dicembre 917 in Materia di Prezzi di Trasferimento.
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ment must be final, consistent with the arm’s length procedure,
and made by the appropriate authority in a country that has a
tax treaty with Italy containing provisions for the adequate ex-
change of information. It also provides that the Tax Authorities
have 180 days within which to accept or reject the application.

On May 24, 2022, the Italian Tax Agency published Cir-
cular 16/E clarifying the arm’s length definition set forth in Ar-
ticle 6 of the Ministry of Finance Decree issued on May 14,
2018. The Circular affirms that the arm’s length range is to
be identified based on the OECD Transfer Pricing Guidelines.
Specifically, the Circular provides that:

(i) If the analysis is shown to be reliable and all third-party
transactions have the same degree of comparability, when
applying the most appropriate method and the related fi-
nancial indicator, the “full range” should be taken into ac-
count since all the values in the range are to be regarded as
being arms’ length values; and

(ii) If not all of the comparable transactions have a rel-
atively equal degree of comparability, the range must be
narrowed using the following statistical tools to eliminate
outliers: the first tool — to be used in cases when certain
comparables have comparability defects that can neither
be quantified nor identified in a reliable manner — is the
“narrow range” tool, which permits a point to be selected
within an interquartile range, for example, from the 25th to
the 75th percentile; the second statistical tool is to be used
only in those instances when the range does not contain
results with a sufficient degree of comparability, eliminat-
ing the option of the narrow range. This approach permits
the use of the figure within the range that is closest to the
centre, which may or may not be the median. The second
statistical approach must be clearly justified.

B. Mutual Agreement Procedure

1. In General

As Italy has increased the aggressiveness of its transfer
pricing audits, its involvement with mutual agreement proce-
dures (MAP) has also increased. There are two types of MAPs
available: MAP pursuant to a tax treaty (“TMAP”) and MAP
as per the EU Arbitration Convention (“CMAP”).

For a discussion on the functions and procedures of the
Italian competent authority, see Chapter 85 of 6890 T.M., In-
come Tax Treaties: Competent Authority Functions and Proce-
dures of Selected Countries (H–K).

2. MAP Pursuant to a Tax Treaty

The essential feature of TMAP is that the competent au-
thorities involved in the dispute are to use their “best efforts”
to eliminate taxation which is not in accordance with a tax
treaty.1137 However, it does not require that the result be
achieved.

The competent authorities for Italy are the Tax Agency
and Ministry of Economy and Finance — Department of Fiscal
Policy, Office for International Relations.

1137 See Art. 25 for MAP in the 1999 Italy-U.S. tax treaty.

Generally, Italy’s tax treaties provide that a taxpayer ini-
tiating a TMAP has two years to file a TMAP request from
the date the assessment in which the taxpayer is assessed tax
in violation of a tax treaty, resulting in double taxation, is re-
ceived.1138 As the TMAP is a dispute resolution process between
the two treaty countries, the taxpayer’s role is limited. The tax-
payer does have the right to be heard, be kept informed of the
process, and may be asked to supply additional information.1139

The TMAP cannot be used as an alternative to domestic liti-
gation. If a TMAP and litigation are occurring simultaneously,
a final judgment (where no further appeals are possible) must
be accepted by the taxpayer and the Tax Authorities.1140 If the
TMAP concludes before the litigation is final, the taxpayer may
opt to accept the TMAP, or may choose to reject it and contin-
ue with the litigation.1141

There are no specific procedures to suspend tax collection
while the TMAP is pending. The taxpayer may access the ordi-
nary remedies available, such as an administrative suspension
or the suspension granted by a tax court.1142

Once the competent authorities have reached an agree-
ment, they may elect to extend the agreement to the tax years
immediately following the dispute provided that the facts and
circumstances have not changed and that the taxpayer express-
ly consents to the extension.1143

3. MAP Pursuant to the EU Arbitration Convention

The EU Arbitration Convention applies where double tax-
ation occurs between enterprises of different Member States re-
sulting from the upward adjustment of profits of an enterprise
by one Member State. Unlike the TMAP, the Convention im-
poses a binding obligation on the competent authorities to
come to a resolution. Should they fail to reach an agreement
to eliminate the double taxation within two years from the date
that the matter was submitted, the competent authorities are to
convene an advisory committee to deliver an opinion on the is-
sue. The competent authorities are generally expected to act in
accordance with that opinion. Nevertheless, they may jointly
decide to not adhere to the opinion, but the ultimate decision
taken by the authorities must eliminate the double taxation.1144

Under the Convention, the “first notification of the action”
must be filed within three years from the date of notification of
the assessment that leads, or is likely to lead, to double taxa-
tion. Italian resident taxpayers should file the CMAP applica-
tion with the Ministry of Economy and Finance, Finance De-
partment — International Relations. As in Italy the administra-
tive authorities cannot diverge from a decision of its courts, an
advisory committee cannot be set up until either the time for
appeal has expired, or the party has withdrawn its appeal before
a decision has been rendered. Should a party file a CMAP re-
quest and a court issue judgment before the competent authori-
ties have reached an agreement, an advisory committee cannot

1138 Tax Agency Circular, June 5, 2012, 21/E.
1139 Tax Agency Circular, June 5, 2012, 21/E. Secs. 4.2.8, 4.2.9.
1140 Tax Agency Circular, June 5, 2012, 21/E. Sec. 4.2.10.
1141 DPR No. 602, Sept. 29, 1973, Art. 39(1); D. Lgs. No. 546, Dec. 31,

1992, Art. 47.
1142 Tax Agency Circular, June 5, 2012, 21/E. Sec. 4.2.11.
1143 Tax Agency Circular, June 5, 2012, 21/E. Sec. 5.
1144 Tax Agency Circular, June 5, 2012, 21/E. Sec. 5.6.
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be convened and the double taxation will not be eliminated, un-
less the competent authorities of the other country grant a cor-
responding adjustment.1145

Tax collection may be suspended under a CMAP by the
Tax Agency pursuant to a request filed by the taxpayer with the
Tax Agency, provided that the taxpayer withdraws any appeal
filed. As with the TMAP, the role of the taxpayer in a CMAP
is limited. The taxpayer has the right to be informed and to pro-
vide information.1146

C. The Multilateral Instrument

On June 7, 2017, Italy was one of 68 countries that signed
the Multilateral Convention to Implement Tax Treaty Related
Measures to Prevent Base Erosion and Profit Sharing (MLI).
The purpose of the MLI is to provide signatory countries with
a quick and efficient tool to combat tax planning strategies that
exploit gaps and mismatches in tax rules which allow shifting
profits to low (or no) tax jurisdictions. The MLI entered into
force on July 1, 2018, upon ratification by five countries. How-
ever, its entry into force with respect to a specific tax treaty will
only occur after both parties to the treaty have deposited their
ratification instruments.

The MLI has measures to counter hybrid mismatch
arrangements and treaty abuse. It also strengthens the definition
of a PE and has measures to make MAPs more effective. Im-
portantly, the MLI also allows the reforms under BEPS to be
quickly implemented by subjecting certain provisions of an ex-
isting tax treaty to MLI provisions, thus saving countries the
time and expense of renegotiating these treaties.

At the time it signed the MLI, Italy submitted a list of 84
treaties that it intended to designate as Covered Tax Treaties,
as well as a provisional list of reservations and notifications re-
garding certain of the MLI articles. Italy’s final MLI positions
will be provided when Italy deposits its ratification of the MLI.
Italy is among 25 countries that have elected for mandatory
binding arbitration.

With respect to MAPs, the MLI in Part V1147 introduces
minimum standards to improve dispute resolution. Among its
provisional reservations, Italy has included its intent to opt out
of the requirement that provides that a MAP may be present-
ed to the competent authorities in either contacting jurisdiction
regardless of the remedies provided domestically. However, it

1145 Tax Agency Circular, June 5, 2012, 21/E. Secs. 5.4, 5.6.
1146 Tax Agency Circular, June 5, 2012, 21/E. Sec. 5.7.
1147 See MLI Arts. 16 and 17, and Part IV, Art. 14.

has not opted out of the duty to file a MAP within three years of
the initial assessment. Many of Italy’s tax treaties have a two-
year period, and thus it has notified its treaty partners represent-
ed in the list of Covered Tax Treaties.

The mandatory binding treaty arbitration provisions in Part
VI of the MLI only apply between Contracting Jurisdictions
that expressly elect for them to apply. As Italy has elected this
provision, it will apply in all cases of double taxation contrary
to a treaty, unless acceptance of arbitration is more limited in
scope. There is flexibility as to the mode and form of arbi-
tration, and if no agreement can be reached on this point, the
MLI provides default rules. Italy’s election includes a unilater-
al reservation under which an unresolved issue arising from a
MAP, that would ordinarily be within the scope of the arbitra-
tion process, will not be submitted if the issue has already been
decided by a court or administrative body of a Contracting Ju-
risdiction; or if after the time of submission, but before the ar-
bitration panel has rendered its decision, the issue is decided by
a court or administrative body of a Contracting Jurisdiction.

Italy has also submitted provisional reservations regarding
cases eligible for arbitration. Accordingly, cases concerning
the following issues are ineligible for submission to mandatory
binding treaty arbitration:

(1) Items of income or capital not taxed by a Contracting
Jurisdiction as they are not part of the taxable base in that
jurisdiction, are subject to an exemption, or to a zero tax
rate;

(2) Application of an anti-abuse rule on a Covered Tax
Treaty or under Italy’s domestic law;

(3) Dual resident persons; and

(4) Penalties for tax fraud, willful default, and gross negli-
gence.

D. Domestic Transfer Pricing

The transfer pricing rules discussed above do not apply to
Italian domestic groups. The tax authority can only examine the
adequacy of the transfer pricing where other elements exist that
call into question the legitimacy of the pricing, such as the pres-
ence of anti-competitive behavior which gives the group a tax
advantage or lack of relevance in the transaction (e.g., invoices
for a large sum containing only generic descriptions or a con-
tract too brief for the transfer for which it purports to be used).
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XIII.XIII. Special Provisions Relating to MultinationalSpecial Provisions Relating to Multinational
OperationsOperations

A. Foreign Base Company Income

Article 167 of the Italian Consolidated Tax Code (“TU”)
provides for transparent taxation of shareholders of a controlled
foreign corporation (“CFC”). CFC taxation is applicable when
the CFC is located in a tax haven country as determined by
Italy’s Black List1148 or in a country with a “privileged tax
regime,” which is defined as a country where the effective rate
of taxation is less than 15% of Italy’s taxation and more than
one-third of its income is from passive income.1149

B. Exchange of Information

1. In General

Italy has been engaged in the development of an exchange
of information system that adheres to international standards of
transparency in tax matters.

Italy’s national framework on exchange of information is
composed of:

(i) Bilateral conventions with exchange of information
clauses;1150

(ii) Bilateral agreements for exchange of information, as
per the TIEA model; and

(iii) Multilateral conventions, such as the OECD Conven-
tion on Mutual Administrative Assistance and amending
protocol and the Common Reporting Standard (“CRS”)
adopted by the EU.

2. Exchange of Information Clauses in Bilateral
Conventions

Italy has an extensive network of double taxation conven-
tions, and all provide some form of administrative cooperation.
While the majority of these treaties do meet international stan-
dards of information exchange as set forth by the OECD model,
for those treaties that do not have adequate exchange of infor-
mation, Italy is still willing to exchange information based on
reciprocity.

The exchange of information article (Article 26) in the
U.S.-Italy Tax Treaty is an example of a treaty provision that
is drafted along the lines of the OECD Model. Article 26 pro-
vides that the competent authorities will exchange information
necessary for carrying out the provisions of the treaty or the do-
mestic laws of the United States or of Italy regarding the taxes
covered by the treaty. Reference in the Article to information
that is “necessary” is consistent with the OECD Model.

Article 26(1) further provides that information exchanges
are not restricted by Article 1 of the Treaty (Personal Scope).

1148 See DM March 30, 2015.
1149 TU, Art. 167 (4), (a)–(b). See V.C.2.b. Foreign-Source Dividends; O.

Transactions between Resident Taxpayers and Resident Taxpayers and Resi-
dents of Tax Havens, and P. Controlled Foreign Corporations for complete dis-
cussion.

1150 DM Sept. 4, 1996, contains a list of countries that have consented to
adequate exchange of information within conventions against double taxation
with Italy.

Thus, information may even be requested and provided under
Article 26 for persons who are not residents of either Italy or
the United States. The Article includes assurances that the in-
formation exchanged will be treated as secret, subject to the
same disclosure constraints as information obtained under the
laws of the requesting State. Information received may be dis-
closed only to persons, including courts and administrative
bodies, involved with the assessment or collection of, enforce-
ment or prosecution in respect of, or the determination of ap-
peals in relation to, the taxes to which the information re-
lates.1151

The second paragraph of Article 26 provides for restric-
tions on information exchange where the request would re-
quire:

(i) The carrying out of administrative measures that are at
variance with the laws and administrative practice of the
State;

(ii) The supply of information that cannot be obtained un-
der the laws or in the normal course of the administration
of either State;

(iii) That the information to be supplied would disclose
any trade, business, industrial, commercial, or profession-
al secret or trade process, or information, the disclosure of
which would be contrary to public policy.
Nevertheless, these restrictions do not mean that the State

receiving the request is prohibited from providing such infor-
mation; it may do so at its discretion. The Treaty does not con-
tain a paragraph corresponding to paragraph 3 of the OECD
Model, which sets forth certain exceptions from the restrictions
described in paragraph 2. The OECD Model, as in the Treaty,
does not state explicitly in the Article that the requested State
is obligated to respond to a request even if it does not have a
direct tax interest in the information. The OECD Commentary,
however, makes clear that this is to be understood as implicit
in the OECD Model. Thus, it is also implicit in the Treaty. The
Treaty also does not contain the first sentence of paragraph 3
of the OECD Model, which provides that information must be
provided to the requesting State notwithstanding the fact that
disclosure of the information is precluded by bank secrecy or
similar legislation relating to disclosure of financial informa-
tion by financial institutions or intermediaries. However, the
United States received assurances from the Italian Ministry of
Finance concerning Italy’s ability to exchange third-party in-
formation obtained from banks and other financial institutions.
Given these assurances and the longstanding relationship with
Italy regarding exchange of information under the prior Treaty,
the Treasury Department concluded that the omission of the
sentence would not affect the United States’ ability to obtain
this third-party information from Italy. (See also XIV.B., be-
low, for further discussion of the Treaty.)

1151 Paragraph 20 of Article 1 of the Protocol to the U.S.-Italy Tax Treaty
provides that information may also be disclosed to individuals or authorities
involved in the oversight of such activities. The information must be used by
these individuals in connection with these designated functions.
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3. Tax Information Exchange Agreements (TIEAs)

Italy currently has 11 TIEAs in force with Andorra,
Bermuda, Cayman Islands, Cook Islands, Guernsey, Gibraltar,
Isle of Man, Jersey, Liechtenstein, Turkmenistan, and Monaco.
These agreements are based on the OECD model TIEA and al-
low the signatory countries to exchange information upon re-
quest with respect to a specific criminal or civil tax investiga-
tion. These treaties are, overall, concise being composed in the
majority of 13 articles (Turkmenistan has 14) and are similarly
structured.

For example, the TIEA with Andorra, which entered into
force on June 8, 2017, contains 13 articles. Article 1 provides
that the purpose of the agreement is the exchange of informa-
tion that is foreseeably relevant to the domestic laws of Andor-
ra and Italy. Article 2 provides that neither party is duty bound
to provide information that is not held by its authorities, nor in
possession or control of persons within its territorial jurisdic-
tion. Article 3 lists the taxes covered, and Article 4 provides
the definitions of the terms used in the agreement. Article 5
provides that the information is to be provided by the compe-
tent authorities on request within the extent provided under its
domestic laws, including banking and investment account in-
formation. Article 8 provides for confidentiality of the infor-
mation exchange as it specifies that the information may only
be disclosed to persons or authorities in the requesting party’s
country that are involved with assessment, collection, enforce-
ment, prosecution or determination of appeals related to tax
matters. Article 7 specifies that a request for information can
be declined under certain circumstances, such as if commercial,
trade or professional secrets or processes, would be disclosed;
or if the information cannot be obtained in the country under
its laws. Article 6 provides the framework for audits carried out
by one country’s authorities in the other country and Article 11
sets out the mutual agreement procedure for settling disputes
for the implementation and interpretation of the agreement. Ar-
ticle 9 provides that costs are generally to be borne by the party
making the request. Article 10 addresses the implementing leg-
islation, and Article 12 and 13 establish respectively the terms
for entry into force and for termination of the agreement.

4. OECD Mutual Administrative Assistance in Tax
Matters

The Convention on Mutual Administrative Assistance in
Tax Matters (“Convention”) was developed by the OECD and
the Council of Europe. It was opened for signature on January
25, 1988, to members of both organizations. It entered into
force in 1995 and, in Italy, on January 31, 2006. It was amend-
ed by a Protocol in 2010 and the protocol entered into force in
Italy on January 17, 2012.

The purpose of the Convention, as originally drafted, was
to facilitate entering into bilateral tax information exchange
agreements between countries. As amended, the Convention al-
so facilitates international cooperation for the better operation
of national tax laws, while maintaining respect for the fun-
damental rights of taxpayers. It also provides for all possible
forms of administrative cooperation between countries in as-
sessing and collecting taxes, to combat tax avoidance and eva-
sion. Cooperation ranges from exchange of information, in-
cluding automatic exchange, to recovery of foreign tax claims.

The Multilateral Competent Authority Agreement
(MCAA), is a framework agreement that provides a standard-
ized mechanism to automatically exchange information based
on Article 6.1152 The MCAA specifies the details of what infor-
mation will be exchanged and when it is to be exchanged

The MCAA ensures each signatory has ultimate control
over exactly which exchange relationships it enters into and
that each signatory’s standards on confidentiality and data pro-
tection always apply.

In 2014, the OECD developed an international standard to
improve the automatic exchange of financial information (Au-
tomatic Exchange of Information, commonly known as Com-
mon Reporting Standard or “CRS”). The European Union
adopted the CRS on January 1, 2016, after amending the part
on administrative cooperation regarding taxation. First report-
ing was planned for September 2017, but on April 26, 2017, the
Italian Revenue Agency extended the reporting period for Italy
for tax year 2017 to June 20, 2018. See XIII.D., below.

Pursuant to the CRS, Italian financial institutions are re-
quired to collect information on an account holder that includes
tax residence, foreign tax identification number, mailing ad-
dress, telephone numbers, as well as any standing instructions
for transfers to accounts in reportable jurisdictions. If these in-
dicia indicate that the account holder is not resident in Italy then
financial account information, which contains data on account
balances, interest, dividends and sales proceeds from financial
assets, is automatically reported to the Italian Revenue Agency,
which will then exchange the information with its counterparts
in participating jurisdictions. This will allow tax agencies to
cross-reference what taxpayers have reported in their returns.

The account holder can provide a self-certification to the
bank that he or she is not resident in the jurisdiction at issue.

In its cross-referencing activity, the Italian Revenue
Agency will also look at the personal income tax return to as-
certain if the following schedules have been included:

• Quadro RW, the schedule in which foreign accounts are
reported in the Italian personal income tax;

• Quadro RM, the schedule that reports foreign dividends
and interest and applies 26% Italian withholding to income
reported therein; and

• Quadro RT, the schedule that reports foreign capital
gains and taxes gains reported therein at 26%.
Should these schedules be missing from the return, the Tax

Agency will contact the taxpayer to advise them to accurately
report accounts and file an amended return to correct these dis-
crepancies.

1152 Article 6 of the Convention on Mutual Administrative Assistance in
Tax Matters provides:

With respect to categories of cases and in accordance with pro-
cedures which they shall determine by mutual agreement, two
or more Parties shall automatically exchange the information re-
ferred to in Article 4. Article 4 provides in relevant part as fol-
lows: “The Parties shall exchange any information, in particular
as provided in this section that is foreseeably relevant for the ad-
ministration or enforcement of their domestic laws concerning
the taxes covered by this Convention.
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Italy maintains a list of jurisdictions with which it ex-
changes information. The reporting requirements are divided
between two schedules:

(i) Schedule C: contains those jurisdictions to which the
Italian Revenue Agency provides financial information
(currently 87 jurisdictions); and

(ii) Schedule D: contains those jurisdictions from which
Italy receives financial information regarding its own resi-
dents (currently 110 jurisdictions). This is of much greater
interest to the Italian Revenue Agency.1153

5. U.S. FATCA Intergovernmental Agreement

On January 10, 2014, Italy and the United States signed an
intergovernmental agreement (U.S.-Italy IGA) for implementa-
tion of the U.S. Foreign Account Tax Compliance Act (“FAT-
CA”). The U.S.-Italy IGA is a Model 1 IGA, with a few minor
changes contained in Annex 11 with reference to certain Italian
financial institutions exempted from reporting. Under this type
of IGA, Italian foreign financial institutions report account in-
formation gathered on U.S. persons directly to the Italian Rev-
enue Agency, which then transmits the account information on
an automatic basis to the IRS, as per a process agreed to by the
two agencies.

Foreign financial institutions that comply with the report-
ing requirements will not be subject to 30% withholding on
their U.S. investments as defined by I.R.C. §1471. As of 2026,
temporary relief is in place via IRS Notice 2024-78 regarding
the reporting of U.S. Taxpayer Identification Numbers (TINs)
for certain pre-existing accounts. It provides that for calendar
years 2025–2027 accounts that were opened on or before June
30, 2014, Italian institutions will not be penalized for missing
U.S. TINs on those accounts provided that the bank has carried
out proper due diligence. Due diligence includes reporting the
account holder’s date of birth, making annual TIN requests,
and performing annual electronic searches. Additionally, for
the 2025–2027 period, institutions must now also report the
holder’s Foreign TIN, if available in their electronic records,
and provide the city and country of residence using the required
IRS TIN codes and Address Fix format.

Account holders who fail to comply with a foreign finan-
cial institution’s request for FACTA certification will be sub-
ject to closure of the financial account.

6. Multilateral Competent Authority Agreement on the
Exchange of Readily Available Information on
Immovable Property (IPI MCAA)

On December 4, 2025, Italy formally committed to the
Multilateral Competent Authority Agreement on the Exchange
of Readily Available Information on Immovable Property (IPI
MCAA). This agreement marks an important expansion of
global tax transparency. Its purpose is to automate the ex-
change of data regarding real estate held by residents in foreign
jurisdictions. This agreement closes a loophole often used to
shield wealth that was not covered by previous financial ac-
count reporting (CRS). Italy joined a group of 26 pioneer ju-
risdictions1154 in signing the joint statement. While the commit-

1153 Both of these Schedules were updated by the Decree of Ministry of
Economy and Finance of May 2, 2024.

ment was made in late 2025, the first automatic exchanges of
information are scheduled to begin in 2029, covering the 2028
tax year. Under this framework, tax authorities will automati-
cally receive details on:

(i) Ownership: identity of legal and beneficial owners of
foreign property.

(ii) Property details: location, type, and valuation of the as-
sets.

(iii) Income: rental income generated and capital gains
from property sales.
For taxpayers, this means that real estate investments

abroad will become visible to their home tax offices. For Italy,
this tool is designed to ensure the correct payment of IVIE (Tax
on the Value of Real Estate Abroad) and to prevent internation-
al tax evasion.

C. EU Anti-Tax Avoidance Directives

1. In General

The purpose of the EU Anti-tax Avoidance Directives, i.e.,
Directives 2016/1164 (ATAD 1) and 952/2017 (ATAD 2), is
to combat aggressive tax planning that exploits the differences
among national tax systems to the advantage of a corporation
by adopting a common strategic approach and preventing frag-
mentation of the market and avoiding misalignments and dis-
tortions. The ATAD Directives also represented a further effort
by the European Union to follow up on its commitments under
the OECD/BEPS project.

On November 29, 2018, Italy implemented the Anti-tax
Avoidance Directives with the enactment of Legislative Decree
No. 142, which or amends Italian domestic provisions in the ar-
eas discussed below.

2. Interest Expense Deductions

The provision in TU Article 96 was already in compliance
with the earnings striping rule. However, the amendments now
provide that interest expenses can be deducted up to the total
amount of interest income plus any interest income carried for-
ward from previous tax years, with the excess being deductible
within the limit of 30% of the current tax year’s earnings before
interest, taxes, depreciation and amortization (EBITDA). (See
further under V.G., above.)

3. Exit Taxation

Italy has long had an exit tax provision in its tax code, cod-
ified under TU Article 166 after the 2004 reform of the code.

Exit tax is applicable to Italian companies that:1155

(i) Relocate their tax residence outside of Italy or maintain
their residence in Italy, but transfer their assets to a perma-
nent establishment outside of Italy;

1154 The 26 jurisdictions are: Belgium, Brazil, Chile, Costa Rica, Finland,
France, Germany, Gibraltar, Greece, Iceland, Indonesia, Ireland, Italy, Lithua-
nia, Malta, New Zealand, Norway, Peru, Portugal, Romania, Slovenia, South
Africa, South Korea, Spain, Sweden, and the United Kingdom.

1155 TU, Art. 166 (1).
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(ii) Have an indirect transfer of tax residence that occurs
due to mergers, split-offs and business contributions when
assets are not attributed to the Italian permanent establish-
ment (PE);

(iii) Transfer the Italian permanent establishment out of
Italy;

(iv) Transfer a going concern owned by an Italian perma-
nent establishment (PE) of a foreign entity out of Italy.
Exit tax is calculated at the IRES tax rate of 24% with ref-

erence to the overall capital gain, which is based on the fair
market value of the transferred business, going concern, or as-
sets.

Before the passage of the Legislative Decree No. 142/
2018, if an Italian resident company or an Italian PE transferred
its tax residence to an EU Member State or a country in the
(EEA) with which Italy had an adequate exchange of informa-
tion, it could elect to either defer the taxation of the capital gain
or to pay the exit tax in six equal yearly installments. Under
current law, the tax deferral is no longer an option, and the in-
stallments must now be paid over a five-year period.1156

Tax losses realized up to the end of the company’s resi-
dency period can be used to offset the taxable income of that
last tax period and, subsequently, any gains without application
of the 80% profit offset limit. Where the corporation only has
a partial transfer of assets the tax losses carried-forward can be
used to offset 80% of the taxable income of the last period of
residence in Italy, but no limits apply to offset the gains.1157

4. Controlled Foreign Companies

The provisions on controlled foreign corporations (CFCs)
under Italian law were already compliant with the principles set
forth in the ATADs. The main change made by the Legislative
Decree is that CFC treatment is automatically triggered when
the effective rate of taxation in the country of the foreign cor-
poration is less than 15% of Italy’s taxation and more than one-
third of the foreign corporation’s income is passive income.

5. Hybrid Mismatches

As stated above, Legislative Decree No. 142/2018 trans-
posed the ATAD I and ATAD II rules to counter tax-hybrid
mismatches arising from double deductions and deductions
without inclusion, with effect generally from 2020. According-
ly, in cases where an Italian company is the recipient of a pay-
ment from a foreign company and the payment is deducted by
the latter, the Italian company cannot take the deduction. In
turn, where the Italian company makes the payment, it can only
deduct the payment if it proves that it was included in the tax
base of the recipient foreign company. The hybrid mismatch
rules apply to all IRES taxpayers, residents and nonresidents
with a permanent establishment (PE) in Italy, operating in any
economic sector, who engage in cross-border transactions.

To help taxpayers further reduce and manage the risk as-
sociated with hybrid mismatches, including imported hybrids,
Legislative Decree No. 209/2023, issued December 27, 2023,
introduced an optional penalty protection regime based on the

1156 TU, Art. 166 (9).
1157 TU, Art. 166 (96) (c).

Italian Revenue Agency’s program of cooperative compliance.
This regime allows taxpayers to voluntarily submit supporting
anti-hybrid documentation, disclosing their transactions that
could potentially run afoul of the mismatch rules and the parties
involved. It is intended to avoid situations whereby a tax-hybrid
dispute could arise upon challenge by the tax authorities and
result in both a higher tax for the taxpayer and the imposition
of a steep administrative penalty for filing an “unfaithful” tax
return.1158 The regime is also designed to compel taxpayers to
formalize their internal risk assessment frameworks and proce-
dures for identifying risky transactions.

In follow-up to Legislative Decree No. 209/2023, the Min-
istry of Finance, on December 20, 2024, issued a decree imple-
menting the optional penalty protection regime, which consists
of 13 articles and three annexes. Generally, the implementing
decree defines what is considered qualifying anti-hybrid doc-
umentation and when and how it should be reported. More
specifically, Articles 1 through 13 cover definitions, scope, sur-
vey criteria, the structure, content and form of the documen-
tation, and various procedural requirements, whereas the ac-
companying annexes list the detailed information to be report-
ed about the taxpayer, its group, and the covered transactions
(Annex A), the procedure to follow to identify relevant trans-
actions, including a special procedure for imported hybrid mis-
matches (Annex B), and guidelines on how to appropriately
conduct investigations into the existence of hybrid arrange-
ments (Annex C).

The anti-hybrid documentation must be prepared annually
to serve as penalty protection, which extends to only the tax
year concerned. The documentation may be prepared by a des-
ignated party resident or established in Italy; multinational
groups may delegate the preparation to a single taxpayer in the
group. Penalty protection is available provided the documenta-
tion is complete, truthful, and duly describes the relevant trans-
actions to be shielded and the parties involved and is timely
filed; minor inaccuracies and omissions should not result in a
denial. If granted, penalty protection applies only with respect
to the group and transactions covered by the supporting docu-
mentation. However, where the taxpayer is involved in an on-
going tax audit, penalty protection will not apply. Likewise,
previously audited transactions that were entered into before
December 29, 2023, are disqualified from protection.

Pursuant to Annex A of the implementing decree, qualify-
ing anti-hybrid documentation of a taxpayer must contain the
following:

(i) Information on the multinational group which should
include a description of its activities, its legal and partici-
patory framework and location of its local offices; a list of
the companies in the group, identifying for each company
the shareholders and place of incorporation of each com-
pany; the tax status of each company, with the exception of
PEs, in the country where it is incorporated and where its
shareholders are resident; a precise description of its PEs
(inclusive of the recognition or nonrecognition recognition

1158 As of September 1, 2024, the penalty for filing a return with underre-
ported income or a tax liability for less than the actual amount owed is 70% of
the amount of the underpayment. For violations prior to September 1, 2024, the
penalty ranges from 90% to 180% of the higher tax assessed.
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or non-recognition of the existence of each PE in the State
of residence of the enterprise and in the state of location
of the PE); and advise whether it files consolidated returns
in the jurisdictions in which it is active and the companies
that participate in the consolidation.

(ii) Information on the taxpayer which should include the
identifying information on the taxpayer; its tax residence;
the tax status of each company (excluding its PEs) in the
country where it is incorporated and where its sharehold-
ers are resident; the recognition of a PE in Italy as well as
recognition of any PE abroad.

(iii) A description of the internal process for detecting and
assessing significant transactions adopted by the multina-
tional group.

(iv) The relevant transactions, numbered progressively,
with an identification of the parties involved, the hybrid
mismatch that resulted, and the analysis of the identifica-
tion and response to the hybrid mismatch, documentary
proof and for a “multiple relevant transaction” a descrip-
tion of the transaction must be provided, as well as the
parties involved, and the analysis of the identification and
response to the hybrid mismatch as well as documentary
proof.
Furthermore, the anti-hybrid documentation must be draft-

ed in Italian and digitally signed by the company’s legal repre-
sentative (or by a delegate) and include a timestamp affixed no
later than the due date for filing the IRES return for the tax year
covered by the documentation. Separate to this, the taxpayer
must also notify the Italian Revenue Agency in their IRES re-
turn that it has prepared the documentation. For tax years 2020
to 2024, the digital signature and timestamp deadline is Octo-
ber 31, 2025 (for calendar year taxpayers), as extended by Law
Decree No. 84/2025.1159 Thus, to protect any covered transac-
tions from tax years 2020 to 2024, the IRES return for the 2024
tax year should be used for this purpose.

Thereafter, a taxpayer must submit its anti-hybrid docu-
mentation within 20 working days from the date of a request
from the tax authority. The documentation may initially be sub-
mitted in paper form, provided a compliant digital version is
submitted later at a time requested by the tax authority. Fur-
ther supplementary information may be requested by the tax
authority, but taxpayers must be granted an additional 30 work-
ing days and up to another 60 working days to comply.

D. Directives on Administrative Cooperation in Direct
Taxation

1. In General

Since 2011, the European Union has had a system for
exchanging tax and financial account information between its
Member States. Directive 2011/16/EU on administrative coop-
eration (“DAC”) was adopted to provide for spontaneous, auto-
matic, and on request exchanges of information. The DAC es-
tablished the basic mechanisms for the participation of Member
States’ authorities in administrative reviews, and simultaneous

1159 Previously, for the 2020 to 2022 tax years, the deadline was June 30,
2025, which was six months after the implementing decree was adopted.

controls and mutual notifications of tax decisions. It also pro-
vided for the practical tools, such as a secure electronic system
for information exchange.

The DAC has been amended several times incorporating
further obligations on Member States by broadening of the
scope of information to be reported. Each of the amending di-
rectives is colloquially referred to by a number. Thus, DAC2
(Directive 2014/107/EU) established the current exchange of
information in the EU on financial accounts. DAC3 (Directive
2015/2376/EU) provided for the automatic exchange of ad-
vance cross-border tax rulings and advance pricing agreements.
DAC4 (Directive 2016/881/EU) and DAC5 (Directive 2016/
2258/EU) provided respectively for the automatic exchange of
country-by-country reports (CbCR) and access to anti money-
laundering information by Member State tax authorities. Sub-
sequent Directives issued thus far include rules to require dis-
closure of aggressive cross-border tax arrangements (DAC6)
and implement a reporting by digital platform operators
(DAC7), both of which are discussed below.

2. Mandatory Disclosure of Aggressive Tax
Arrangements (DAC6)

In Italy, EU Directive 2018/6822 (DAC6) was implement-
ed by Legislative Decree No. 100 of July 30, 2020, and entered
into effect on January 21, 2021. It provides for the automatic
exchange of cross-border arrangements that are part of ag-
gressive tax planning aimed at reducing taxation or gaining a
tax advantage. Guidance was subsequently issued in the form
of Ministerial Decree of November 17, 2020 and Regulation
No. 364425, further specifying the scope and technical terms
and criteria and the rules and procedures for complying with
the mandatory disclosure regime. Practice-oriented guidelines
were also issued on February 10, 2021.1160

Targeted arrangements must be disclosed to the Italian tax
authorities by the following persons:

(i) Financial intermediaries (e.g., banks, brokerage houses,
asset management companies, and insurance companies);

(ii) Professionals (e.g., tax advisors, lawyers, accoun-
tants); and

(iii) Taxpayers, where there is no intermediary or profes-
sional involved, the intermediary is non-EU, or the inter-
mediary is exempt.
Intermediaries and professionals must report the arrange-

ment within 30 days after the day it has been implemented or
after having provided consultation for the arrangement. Like-
wise, taxpayers must report the arrangement within 30 days af-
ter the day the arrangement has been made available for imple-
mentation or after it has been implemented.

The failure to disclose a reportable arrangement to the tax
authorities is subject to fines ranging from 3,000 to 31,500 eu-
ros. Fines of 1,000 to 11,500 euros are also levied in cases of
reporting that is incomplete or incorrect.

To trigger mandatory reporting, a cross-border arrange-
ment must have a least one tax evasion or tax avoidance indica-

1160 For further information, see the Italian Revenue Agency website at
https://www.agenziaentrate.gov.it/portale/web/guest/scambio-informazioni-
meccanismi-transfrontalieri-obbligo-notifica-dac6 (in Italian).

Detailed AnalysisDetailed Analysis XIII.D.2.XIII.D.2.

7190 © 2026 Bloomberg Industry Group, Inc., Arlington, VA
ISBN 978-1-63359-299-5 10/01/2026 A - 159

https://www.agenziaentrate.gov.it/portale/web/guest/scambio-informazioni-meccanismi-transfrontalieri-obbligo-notifica-dac6
https://www.agenziaentrate.gov.it/portale/web/guest/scambio-informazioni-meccanismi-transfrontalieri-obbligo-notifica-dac6


tor (“hallmark”). As discussed below, there are five categories
of hallmarks.

a. General Hallmarks Subject to the Main Benefits Test

The main benefits test is met in Italy when the tax advan-
tage that could be obtained by the parties by carrying out one or
more cross-border arrangements is more than 50% of the sum
of all the advantages that could result from that arrangement.

General hallmarks of the main benefits test include: (i)
a condition of confidentiality that may imply not disclosing
how the arrangement could provide a tax advantage; (ii) com-
pensation being fixed to the tax advantages resulting from the
arrangement; and (iii) the use of a standardized arrangement or
structure that can bring a tax advantage.

b. Specific Hallmarks Subject to the Main Benefits Test

Specific hallmarks that are linked to the main benefits test
include: (i) the use of a shell company for the arrangement; (ii)
the conversion of income to capital, gifts or other categories of
revenue that are subject to lower tax rates or are exempt from
tax; and (iii) the use of circular transactions (“round-tripping”)
which result in an offsetting or cancellation of the effect of the
transaction.

c. Specific Hallmarks Related to Cross-Border
Transactions

Hallmarks in this category comprise transactions which in-
volve: (a) deductible cross-border payments between two or
more associated entities in which the recipient entity benefits
from preferential taxation or is exempt from taxation; (b) de-
preciation deductions on the same asset in multiple jurisdic-
tions; (c) relief from double taxation on the same income or
capital in more than one jurisdiction; (d) transfer of assets be-
tween different jurisdictions where there is a material differ-
ence in the amount treated as consideration paid for the assets
in the jurisdictions involved.

d. Specific Hallmarks Related to Exchange of
Information

These hallmarks comprise arrangements which may have
as their result undermining reporting obligations under the U.S.
FACTA or the CRS or where legal or beneficial ownership is
not transparent.

e. Specific Hallmarks Related to Transfer Pricing

Transfer pricing hallmarks involve: (i) the use of unilateral
safe harbor rules; (ii) transfer of difficult to value intangibles;
and (iii) intragroup restructuring where the projected annual
earnings before interest and taxes, in the three years after the
transfer, are less than 50% of the projected annual earnings be-
fore interest and taxes if the transfer had not taken place.

3. Reporting Obligation for Digital Platform Operators
(DAC7)

DAC7 (EU Directive 2021/514/EU), which sets out re-
porting obligations for digital platform operators carrying out
business in Europe, was recently implemented in Italy with ef-
fect from January 1, 2023.1161 DAC7 requires digital platform
operators to report the revenue generated by sellers on their dig-
ital platforms and for EU Member States to exchange such in-

formation automatically. The platform activities monitored by
DAC7 are e-commerce, real estate rentals, personal services,
and the rental of any means of transport. Data regarding large
accommodation providers in the hotel sector, for which the
tax authorities have other means of obtaining information, and
small advertisers, defined as sellers for whom the platform op-
erator has facilitated less than 30 transactions and the total fees
paid to the operator does not exceed 2,000 euros, do not come
within the reporting obligation.

On November 20, 2023, the Italian Revenue Agency is-
sued the procedures for platform operators to carry out tax due
diligence procedures and other obligations imposed on them
with respect to effective qualifying agreements.

Platform operators that are required to report in Italy are
the following:

(i) Platform operators that are tax resident in an EU Mem-
ber State, or if the platform operator does not have a resi-
dence for tax purposes in any EU Member State, it meets
any of the following requirements:

a) It is incorporated in Italy;

b) It has its place of management (including effective
management) in Italy;

c) It has a permanent establishment in Italy and is not a
qualified non-EU platform operator;1162 and

(ii) Foreign platform operators (non-qualified or non-EU)
that facilitate sales by a reportable seller or rentals in a EU
member state.
Platform operators who also qualify in other EU Member

States must inform the Italian Revenue Agency by January 31
of where they will be fulfilling their reporting obligations.

Platform operators are required to carry out due diligence
procedures by identifying which sellers are to be included in
the communication and verify the accuracy of the information
that has been collected.

For individual sellers, the platform operator must collect:
the individual’s name, main address, tax code number or place
of birth, date of birth, VAT number, if available. For sellers
that are legal persons, the platform operator must collect: the
legal name of the business, main address, tax code number,
VAT number, if available, business registration number, and
the existence of any permanent establishment in any EU Mem-
ber State. Sellers that fail to provide this information will have
their accounts closed, will not be able to re-register on the plat-
form and the platform operator may withhold payment of any
sales.

The due diligence procedures are to be completed by De-
cember 31 of each year. By January 31 of the following year
the information gathered is to be provided to the Italian Rev-
enue Agency, by uploading via XML format to the Entratel sec-
tion of the Italian Revenue Agency website. By the following
February 29, the tax agency will share this information with au-

1161 D. Lgs. No. 32, March 1, 2023.
1162 A qualified non-EU platform operator is one which is a tax resident or

is incorporated in or has its place of management in a non-EU jurisdiction that
has an automatic exchange of information agreement with the competent au-
thorities of all EU Member States identified as reportable jurisdictions by the
non-EU jurisdiction.
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thorities in other EU countries, based on the seller’s country of
residence. The tax agency will in turn receive the information
relating to sellers (natural or legal persons) residing in Italy.

The first DAC 7 reporting deadline for platform operators
was January 31, 2024 for the 2023 year.

On June 30, 2025, Italy signed the Multilateral Competent
Authority Agreement on Automatic Exchange of Information
on Income Derived Through Digital Platforms (DPI MCAA)
under the OECD Model Rules for Reporting by Digital Plat-
forms. Under the Model Rules, digital platform operators are
required to collect information on the income earned by sellers
offering accommodation, transport and personal services
through their platforms and to report the information to the tax
authorities.

By signing the DPI MCAA, Italy has undertaken the oblig-
ation to exchange automatically information regarding income
and sales collected by digital platforms with 31 other signatory
jurisdictions. This is to help tax administrations in signatory
countries ensure the correct taxation of digital economy in-
come.

4. Reporting Obligation for Crypto-Asset Service
Providers and Operators (DAC 8)

On October 25, 2024, the Italian Ministry of Finance pub-
lished the draft for the implementation of the eighth amend-
ment to the EU’s Directive on Administrative Cooperation in
Direct Taxation (DAC 8.) which focuses on improve tax trans-
parency and cooperation with respect to crypto-assets and high-
net-worth individuals. The EU requirement for Member States
to transpose DAC 8 was December 31, 2025. On December
10, 2025, Italy formally transposed DAC 8 into domestic law
through Legislative Decree No. 194 of December 10, 2025.1163

The decree establishes a comprehensive framework for tax
transparency regarding crypto-assets and high-net-worth indi-
viduals. As of January 1, 2026, Member States will be re-
quired to automatically share information related to crypto as-
sets and tax rulings issued for individuals regarding high net
worth transactions, including those which establish the tax res-
idency of an individual.

a. Crypto-Asset Information Exchange

While many countries now have legislation regulating
cryptocurrencies, their international nature and associated com-
plexities make monitoring and taxation difficult. To address
such challenges, DAC 8 introduces specific measures, such as
the mandatory and systematic exchange of information and the
creation of a centralized database by December 31, 2026, to en-
able more effective monitoring of crypto-assets.

This information exchange is part of the broader context
of global collaboration, as outlined in the OECD’s initiative
on the Crypto-Asset Reporting Framework and Amendments to
the Common Reporting (CARF) Standard, approved in August
2022.

The directive requires payment service providers to adhere
to these reporting requirements, with national governments
tasked with imposing sanctions to ensure compliance. Current-

1163 Legislative Decree 194 of December 10, 2025 was published in the Of-
ficial Gazette No. 296 on December 22, 2025.

ly, this obligation is considered essential by member countries,
although it has not yet been fully implemented at the OECD
level.

b. Cross-Border Rulings on High-Net Worth
Individuals

One of the objectives of the directive is to introduce a
common set of mandatory reporting obligations for the auto-
matic exchange of information regarding cross-border advance
rulings by focusing on actions of high-net worth individuals.
Beginning on January 1, 2026, automatic exchange of informa-
tion will be required in the following instances:

(i) Cross-border rulings regarding transactions or se-
quences of transactions exceeding 1.5 million euros (or
equivalent currency);

(ii) Cross-border prior rulings that establish an individ-
ual’s tax residence in the country that issued the ruling.
In addition, DAC 8 amends the current rules under DAC

1 to ensure that details of non-custodial dividend income will
now be subject to exchange between Member States.

c. Exchange of Tax Identification Numbers

To facilitate the work of tax authorities in identifying tax-
payers and calculating taxes due provisions have been included
in DAC 8 for the increased sharing of Tax Identification Num-
bers (TINs) between Member States by establishing a program
to require that TINs be provided in all exchanges of informa-
tion between the member states. This obligation will apply be-
tween 2028 and 2030 to all tax data transmissions, thus ensur-
ing the accurate identification of persons or entities involved in
specific financial transactions or recipients of certain types of
income.

Finally, a revision of the DAC regulations is planned with
respect to penalties that Member States must levy on individu-
als for non-compliance with national rules on reporting obliga-
tions, as established by the DAC itself.

E. Global Minimum Tax

1. Current Status of Legislation and Regulations

In 2023, Italy passed Law No. 111 of August 9 providing
for the transposition into Italian law of Council Directive (EU)
2022/2523 of December 14, 2022, to ensure a global minimum
level of taxation. The law enables the government to implement
a qualifying domestic minimum top up tax (QDMTT).1164

On September 11, 2023, the Italian government issued a
draft legislative decree, which was subject to a public consul-
tation process with comments to be submitted by October 1,
2023, and on January 1, 2024, Legislative Decree No. 209 of
December 27, 2023, entered into effect. Italy’s legislation gen-
erally follows the EU Pillar Two Directive and the OECD mod-
el rules. On May 24, 2024, the Ministry of Economy and Fi-
nance issued a decree to implement the transitional country-by-
country reporting (CbCR) reporting safe harbor for Pillar Two
purposes. On October 11, 2024, the Ministry of Economy and
Finance issued a decree with guidance on the application of the

1164 Law No. 111, Aug. 9, 2023, Art. 3.
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substance-based income exclusion (SBIE) provisions. On Jan-
uary 23, 2025, the Ministry of Finance published on its site the
OECD list of countries that have received transitional qualified
status. Publication of the list is also important for determining
whether and to what extent top-up tax may need to be collect-
ed in Italy (under the IIR or the UTPR) with respect to foreign
low-taxed jurisdictions.

On June 30, 2025, Italy signed the Multilateral Competent
Authority Agreement on the Exchange of GloBE Information
(GIR MCAA) making it one of 21 country signatories. The GIR
MCAA provides a standardized mechanism for the automatic
exchange of GloBE Information between tax administrations,
facilitating the implementation of the global minimum tax. Its
purpose is to reduce tax avoidance by increasing transparen-
cy and simplify compliance for multinational enterprises by al-
lowing them to file their GloBE information centrally with one
tax authority. This agreement ensures countries automatically
share financial information regarding large companies’ opera-
tions and taxes and minimizes profit-hiding opportunities be-
tween jurisdictions.

In April 2025, the EU adopted Directive (EU) 2025/872
(DAC 9), which extends cooperation and information exchange
in the context of the effective minimum taxation of companies
and implements specific provisions from Pillar Two of the
G20/OECD global agreement on international tax reform. The
purpose is to limit the corporate tax rates race to the bottom,
reduce the risk of tax base erosion and profit shifting, and en-
sure that the largest multinational companies pay tax at the
agreed global minimum corporate rate. The Pillar Two Direc-
tive ensures that profits of the largest multinational and do-
mestic groups or companies (with a combined annual group
turnover of at least 750 million euros) are taxed at a minimum
effective rate of 15%.

DAC 9 simplifies reporting and disclosure requirements
for large companies by allowing for the bundled, centralized
filing of a GloBE Information Return (GIR) (instead of mul-
tiple filings being made by each constituent entity of an en-
terprise group at local level). It contributes to the European
Union’s efforts to rationalize reporting obligations and reduce
the burden on EU businesses and extends the framework for au-
tomatic exchange between EU Member States to the top-up tax
return. Member States are required to transpose the Directive
into national law by December 31, 2025.

Following the adoption of DAC 9 in April 2025, Italy
formally transposed the new requirements into national law
through Legislative Decree No. 192 of December 18, 2025.
This legislation, working in tandem with the Ministry of Econ-
omy and Finance decree of October 9, 2025, fully implements
the DAC 9 rules and the Pillar Two global minimum tax report-
ing framework for multinational companies.

The combined regulatory framework establishes a stan-
dardized information return form and a mandatory XML format
for electronic filing to simplify compliance and ensure a uni-
form single entry point for group reporting. These measures
mandate the automatic exchange of information between tax
authorities and introduce a deterrent penalty framework, in-
cluding fines up to 100,000 euros for failure to comply with
reporting obligations. By aligning Italian law with the latest
EU and OECD standards, these decrees rationalize reporting re-
quirements, allowing for bundled, centralized filing while en-

suring that the Italian Revenue Agency receives all necessary
data to verify the minimum 15% effective tax rate.

On January 5, 2026, the OECD released the Side-by-Side
(SbS) Package, a set of rules designed to harmonize the Global
Minimum Tax (GMT) with domestic minimum tax regimes,
most notably the U.S. GILTI system. This was followed on Jan-
uary 12, 2026, by EC Notice C/2026/253, which formally rec-
ognized these OECD safe harbors as compliant with EU Law.
The package introduces a new Permanent Simplified ETR Safe
Harbour and a specific SbS Safe Harbour, both effective for fis-
cal years beginning on or after January 1, 2026.

Italy will need to make amendments in its domestic leg-
islation to incorporate these specific safe harbors into its na-
tional framework. While the core structure of the 15% tax re-
mains, Italy will need to update its technical reporting specifi-
cations and the GIR format to allow taxpayers to claim these
simplified treatments. For Italian parent groups with U.S. sub-
sidiaries, these changes are critical as they provide a mecha-
nism to treat the U.S. GILTI as an eligible “side-by-side” sys-
tem, effectively reducing the administrative burden and the risk
of top-up tax being levied in Italy on U.S. profits. However,
Italy must ensure that its QDMTT (Domestic Minimum Tax)
remains the primary collection tool to protect its domestic tax
base from foreign IIR/UTPR claims.

2. Overview of Global Minimum Tax

The GMT is levied at a rate of 15% and applies to multina-
tional corporations that have combined revenues of more than
750 million euros in two of the last four tax years. It is com-
prised of a group of three taxes to be applied in the following
order:

(i) Qualifying domestic minimum top-up tax (QDMTT):
This is a minimum domestic charge payable by companies
in a multinational or national group that are subject to low
taxation and are located in Italy. The QDMTT applies for
tax years beginning on or after December 31, 2023. This
tax is to be calculated using local accounting standards to
maintain its qualified status.

(ii) Income inclusion rule (IIR): This also applies for tax
years beginning on or after December 31, 2023. Under the
IIR, the Italian parent company of a multinational or na-
tional group will be required to pay for group companies
subject to low taxation (i.e., less than 15%). This tax rep-
resents a top-down approach as it assigns priority in apply-
ing this top-up tax to the company placed in the highest
position in the shareholding chain.

(iii) Undertaxed payments rule (UTPR): For tax years be-
ginning on or after December 31, 2024. It is levied on
one or more companies in a multinational group located in
Italy with respect to group companies subject to low tax-
ation when the equivalent minimum top-up tax in other
countries has not been imposed, either in whole or in part.
All Italian group entities are jointly and severally liable for
this charge.
As per Ministerial Decree of November 7, 2025, the top-

up tax must be paid via the F24 form in two installments:

• An estimated payment of 90% will be due by the end of
the 11th month following the end of the fiscal year; and
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• A balance payment of 10% is due within one month of
the deadline for filing the relevant tax return.

3. Application of the Income Inclusion Rule and
Undertaxed Payments Rule

Under the Income Inclusion Rule (IIR), as amended by Ar-
ticle 9 of Legislative Decree No. 192 of December 18, 2025,
to align with OECD standards, the Italian parent company of a
multinational or national group is required to pay a top-up tax
for any group companies subject to low taxation (i.e., an effec-
tive rate lower than 15%). This follows a “top-down” approach,
assigning primary taxing priority to the entity at the highest lev-
el of the shareholding chain.

The Undertaxed Payments Rule (UTPR) serves as the
back-up mechanism for the IIR. It applies to Italian group en-
tities when the equivalent minimum tax has not been imposed
elsewhere, ensuring no low-taxed income escapes the 15%
threshold. Following the 2025 amendments, all Italian compa-
nies within the group are jointly and severally liable for the
UTPR charge; the group must appoint a specific Italian entity
to settle the payment and allocate the liability among the local
group members.

For both the IIR and UTPR, the calculation of “covered
taxes” must now account for specific accounting adjustments,
including the treatment of qualified refundable tax credits (as
income) and deferred tax recaptures (the 5-year rule). Further-
more, the resulting tax liability must be settled in full by the
filing deadline (15 months after year-end, or 18 months for the
first transitional year). For the first transitional year (FY 2024),
the Pillar Two information return, and final tax payment must
be completed by June 30, 2026. Starting from the post-transi-
tional period, the liability is settled via a dual-installment sys-
tem: an advance payment equal to 90% of the estimated tax due
by the 11th month of the following fiscal year, with the remain-
ing balance due upon filing the return (15 months after year-
end, or 18 months for the first year).1165

4. Qualifying Domestic Minimum Top-up Tax

The QDMTT is a minimum domestic charge payable by
companies in a multinational or national group located in Italy
with consolidated annual revenues of 750 million euros or
more that are subject to low taxation. The calculation of the
QDMTT is made by reference to the qualified net income or
loss of an Italian group company. The Italian QDMTT calcula-
tion must be based on local Italian accounting standards (Ital-
ian GAAP/OIC or IFRS as adopted in Italy) to satisfy the qual-
ified status requirements set by the OECD. This mandatory use
of local standards ensures that Italy benefits from the QDMTT
Safe Harbor, preventing other jurisdictions from collecting ad-
ditional tax on Italian-source income. The financial accounting
standard adopted by the ultimate parent entity (UPE) may now
be used only in strictly limited circumstances, such as when
Italian constituent entities have non-aligned tax years or when
the preparation of local financial statements would impose an
unreasonable administrative burden. Furthermore, the QDMTT
computation must incorporate specific mandatory adjustments,
such as the reclassification of Qualified Refundable Tax Cred-

1165 Ministerial Decree of Nov. 7, 2025, Art. 6.

its (QRTCs) as income and the application of the five-year re-
capture rule for deferred tax liabilities, ensuring the domestic
ETR calculation remains aligned with GMT standards.1166

5. Computation of GloBE Income and Loss

The legislative decree provided that the effective tax rate
(ETR) is to be calculated for each tax year and each tax juris-
diction using a jurisdictional blending approach. Thus, the ETR
is calculated by dividing the adjusted covered taxes by the net
income or loss of all the group companies in the country con-
cerned. If the ETR is lower than 15%, the top-up tax will be
imposed.

There is a de minimis exclusion for multinational or na-
tional group companies located in the same jurisdiction whose
revenue and income do not exceed the following thresholds:

(i) The average revenue of all companies located in the
same country is less than 10 million euros over a three-
year period; and

(ii) The average income of all companies located in the
same country is a loss or is less than 1 million euros over
a three-year period.
Multinational groups with revenue and income below

these limits are not liable for the global minimum tax, even
where the effective tax rate is lower than the minimum rate of
15%. This provision was inserted to avoid the complexities that
arise from the calculation of the effective tax rate where the
amount of additional taxation does not appear to justify the ad-
ministrative burdens placed on taxpayers.

On October 11, 2024, the Ministry of Economy and Fi-
nance issued a decree providing guidance on the substance-
based income exclusion (SBIE) carve out for expenditure on
tangible fixed assets and salary costs in calculating the excess
profits subject to global minimum taxation. The decree basical-
ly incorporates the clarifications provided in the OECD Com-
mentary and the December 2023 administrative guidance there-
on.

The decree makes it clear that a group may elect out of the
requirement to apply the exclusion on a jurisdiction-by-juris-
diction basis. With a view to reducing the administrative bur-
den related to the calculation of the SBIE, a group may elect
to claim the SBIE only partially, as there is no requirement to
claim the maximum amount. The decree also provides that the
excess of the SBIE amount over net GloBE income can neither
be carried forward nor carried back to reduce GloBE income in
other tax years.1167

For purposes of the IIR and UTPR, the SBIE amount is
to be calculated based on the payroll and tangible asset data
as recorded for purposes of preparing the consolidated finan-
cial statements of the UPE.1168 The decree expressly states that
certain adjustments may need to be made to payroll expens-
es where, for example, expenses: are recognized as part of the
tangible asset carve-out (such as expenses capitalized into the
carrying value of eligible tangible assets); are attributable to
income excluded from GloBE income (for example, maritime

1166 Ministerial Decree, July 1, 2024; see also Legislative Decree No. 192,
Dec. 18, 2025, Art. 9.

1167 Ministerial Decree, October 11, 2024, Art. 2 (4)–(6).
1168 Ministerial Decree, October 11, 2024, Art. 2 (2).
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shipping income); are incurred with respect to employees who
work in different jurisdictions. The decree also states that ad-
justments may need to be made with respect to the tangible as-
set carve-out, for example, where an asset is located in multiple
jurisdictions, where property is held for lease, where an asset is
acquired or disposed of during the tax year or where an asset
is attributable to income excluded from GloBE income.1169 The
payroll and tangible asset carve-outs may also be adjusted in
accordance with the special allocation rules for permanent es-
tablishments (PEs) and tax transparent entities.1170

6. Transitional Safe Harbor

The transitional safe harbor (TSH) rules are optional
OECD-level measures that can be used by large business
groups to limit their administrative and compliance burdens
in the initial years of application of the Global Minimum Tax
rules. As provided by the OECD rules, the transitional period
comprises tax periods beginning on or before December 31
2026, and will not include any tax period ending after June 30,
2028. In the case of companies with a calendar year tax year,
the transitional period will cover years 2024–6 for purposes of
the IIR and years 2025–6 for purposes of the UTPR. Under the
simplified rules, a jurisdiction that passes one of three tests in
a given year will be considered a low-risk jurisdiction, with the
result that the groups’ top-up tax will be zero in that jurisdic-
tion for that tax year without the ETR or the top-up tax having
to be calculated. The three alternative tests are:

(i) The de minimis test — the multinational or domestic
group, as a whole, has total revenue of less than 10 million
euros, and before-tax profits of less than 1 million euros or
a before-tax loss;

(ii) The simplified ETR test — the multinational or domes-
tic group has an effective group tax rate (calculated as the
ratio of simplified relevant taxes to profit before taxes) that
is at least equal to the “transitional tax rate” of 15% for
2024, 16% for 2025 and 17% for 2026; or

(iii) The routine profit test — the group’s profit before tax-
es does not exceed the amount of the SBIE for enterprises
located in a specific country.
Legislative Decree No. 192 of December 18, 2025, aligned

these measures with the latest OECD Administrative Guidance
(including the June 2024 updates). The Decree introduced anti-
arbitrage switch-off rules that disqualify a group from using the
safe harbor in a jurisdiction if it has entered into specific hybrid
arbitrage arrangements, such as deduction/no-inclusion or dou-
ble-deduction schemes, designed to artificially meet the safe
harbor thresholds. These anti-abuse provisions apply retroac-
tively to arrangements entered into after December 15, 2022.

Furthermore, the Decree clarifies the QDMTT Safe Har-
bor switch-off mechanism prevents the application of the do-
mestic safe harbor if the local tax regime allows for non-quali-
fied tax credits or lacks sufficient enforcement standards.

Within 36 months of the exercise of a transitional safe har-
bor option, the Italian tax authorities can request information
from Italian constituent entities relating to the application of the

1169 Ministerial Decree, October 11, 2024, Arts. 3–4.
1170 Ministerial Decree, October 11, 2024, Arts. 7–8.

TSH rules and supporting calculations. An Italian constituent
entity receiving such a request must respond within six months.
If the entity fails to respond or where the response contains sub-
stantial errors, which now explicitly includes the misclassifica-
tion of tax credits or deferred tax adjustments, the TSH will be
considered inapplicable, triggering an obligation to perform the
full-scope GloBE computations.

7. Compliance Requirements

Legislative Decree No. 209 of December 27, 2023, also
provides for the following returns to be filed:

(i) A top-up tax information return based on the OECD
Global Information Return (GIR) template. This filing is
designed to furnish tax data needed to assess the accuracy
of the tax liability of the companies in a group. The return
may be filed by each company in the group or by a specifi-
cally designated company within 15 months following the
last day of the tax year being reported (extended to 18
months for the first year of application, e.g., June 30, 2026,
for the 2024 fiscal year). The fine for failure to file or fil-
ing after three months after the return due date was origi-
nally 10,000 euros, but it was increased to 100,000 euros.
For delays of less than three months or for providing in-
complete or incorrect data, the penalty ranges from 10,000
euros to 50,000 euros.1171 On February 25, 2025, the Min-
istry of Finance issued the decree that sets out the require-
ments for the GloBE Information Return (GIR) notifica-
tions that the Italian tax authority can require Italian con-
stituent entities to provide. The decree describes what Ital-
ian constituent entities must include in notifications sent to
the Italian Revenue Agency when reporting that the GIR
will be received through an exchange of information un-
der a Qualifying Competent Authority Agreement. These
instructions are based on the OECD guidelines on the GIR
published on January 15, 2025.

(ii) An annual QDMTT, IIR and UTPR return is to be filed
15 months after the last day of the tax year being reported,
subject to the provision that, in the first year of application
of the Global Minimum Tax, the return may be filed with-
in 18 months after the end of the tax year. Following the
updates provided by Article 9 of Legislative Decree 192 of
December 18, 2025, the top-up tax must be paid in full by
the filing deadline. In the first three years of the applica-
tion of the tax, no penalties will be levied for failure to file
unless gross or criminal negligence is involved.

8. Differences in Interpretation and Application:
Coordination with Controlled Foreign Company
Taxation

Legislative Decree No. 209 of December 27, 2023 imple-
mented the global minimum level of taxation, amended Article
167 of Italy’s Tax Code and simplified the controlled foreign
company (CFC) taxation rules to align with the global mini-
mum tax rules under the Pillar Two provisions.

Prior to the amendment, CFC income was attributed to an
Italian parent company under a flow-through taxation principle

1171 D. Lgs. No. 209, Dec. 27, 2023, Art. 51 (as amended by D. Lgs. No.
192, Dec. 18, 2025, Art. 9 (1)).
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when a foreign subsidiary of the parent (i.e., a CFC) satisfied
two negative criteria:

(i) The CFC was subject to an effective tax rate (ETR)
lower than 50% of the Italian ETR that would have applied
to it had it been a resident corporation; and

(ii) More than one-third of the CFC’s revenues consisted
of passive income.
This rule required a complex computation to redetermine

the CFC’s taxable income under Italian tax rules. If both cri-
teria were satisfied, the CFC income was taxed in the hands
of the Italian parent at the 24% Italian corporate income tax
rate. This test has now been simplified by providing for a 15%
ETR based on the accounting results of the CFC. This option
allows the parent company to satisfy the adequate taxation test
by paying an amount equal to 15% of the subsidiary’s net ac-
counting profit, calculated net of taxes, write-downs and pro-
visions for risks or charges. The payment option is binding for
the next three tax years and will be renewed unless revoked and
must apply to all CFCs in the group that fall within the regu-
lations. The 15% payment is not deductible from a company’s
taxable income when calculating its IRES and IRAP liability.
The explanatory report states that the option represents a “safe
harbor” mechanism: in exchange for a certain measurable out-
lay on the foreign balance sheet, the taxpayer avoids a detailed
ETR analysis and protects dividends from future blacklist dis-
putes.

These reforms aim to ensure that the 15% ETR test is vig-
orous enough to interact correctly with the QDMTT so that no
additional top-up tax is due in Italy when this option is chosen.

9. Decrees for Deferred Tax Transition Rules and
Miscellaneous Provisions

a. In General

At the end of 2024, the Ministry of Finance issued two
decrees to implement specific portions of the Pillar II GloBE
rules:

• Ministerial Decree of December 20, 2024, which covers
various aspects of the GloBE rules, including their appli-
cation to sovereign wealth funds, calculation methods for
ancillary activities of subsidiaries, treatment of debt can-
cellation, short-term portfolio shareholdings, other tax-re-
lated clarifications, and also outlines transitional provi-
sions for the allocation methodology of relevant taxes as-
sociated with blended CFC tax regimes (Miscellaneous
Decree);

• Ministerial Decree of December 27, 2024, which pro-
vides for the treatment of deferred taxation generated in
the period prior to the implementation of the GloBE rules
(Deferred Taxation Decree).

b. The Miscellaneous Decree

The Miscellaneous Decree provides that a sovereign
wealth fund that meets the definition of a state entity cannot be
a parent company and cannot be part of an MNE or domestic
group. Nor will a sovereign wealth fund be deemed to hold a
controlling interest in any entity in which it holds a share, and

identification of the parent company is carried out without tak-
ing into account the shares held by the sovereign wealth fund.

As provided by the OECD Guidelines, non-profit entities
and their affiliates are excluded entities. Because many non-
profits set up subsidiaries to carry out limited commercial an-
cillary activities, Italy adopted the OECD bright-line test to
avoid unintended top-up tax consequences in respect of these
ancillary activities. Thus, the activities of a non-profit organi-
zation’s wholly owned subsidiary are ancillary if the aggregate
revenue of all group entities (excluding income derived by the
non-profit entity or by an excluded entity) is less than 750 mil-
lion euros or 25% of the revenue of the MNE group to which
the non-profit organization belongs, if lower.

Articles 4–7 of the Miscellaneous Decree contain the fol-
lowing elections to prevent an undue impact on the calculation
of GloBE income:

i) The foreign exchange election allows foreign exchange
gains or losses related to a hedging instrument to be treat-
ed as an excluded equity gain or loss;

ii) The debt release election allows certain debt released
under various corporate rescue situations to be excluded
income subject to an election by the filing constituent
company where the procedure is insolvency or bankruptcy
proceedings; where the creditor to the debt release is a
third-party and it is reasonable to conclude that the debtor
would be insolvent within 12 months but for the release of
the third-party debts under an arrangement; or where the
creditor of the debt release is a third-party and, immedi-
ately before the debt release, the debtor’s liabilities are in
excess of the fair value of its assets. Where this is the case
but the requirements above are not met, relief will apply
to third-party debts but only to the extent of the lesser of
(i) the excess of the debtor’s liabilities over the fair value
of its assets (determined immediately before the debt re-
lease), or (ii) the reduction in the debtor’s attributes under
the tax laws of the debtor’s jurisdiction resulting from the
debt release;

iii) The portfolio shareholding election allows the report-
ing entity to exercise an option, for each enterprise or
jointly controlled entity in the MNE or domestic group,
to include in the calculation of the income or loss of that
enterprise or jointly controlled entity dividends received
from all portfolio holdings held, including long-term port-
folios. This election is valid for five years;

iv) The mutual insurance company election allows the ap-
plication of tax transparency to the investment entities of
mutual insurance companies, thereby bringing the treat-
ment of their financial accounting net income or loss under
the GloBE rules and into line with local tax treatment.
Article 8 provides for substitute loss carry forwards which

arise due to different tax treatment of foreign source income
amongst jurisdictions to provide “functionally equivalent out-
comes” provided that (i) the country where the loss is incurred
requires that foreign source income offset domestic source
losses before foreign tax credits may be applied against tax im-
posed on foreign source income; (ii) the constituent entity has
a domestic tax loss that is fully or partially offset by foreign
source income; and (iii) the domestic tax legislation allows for-
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eign tax credits to be used to offset a tax liability in a subse-
quent year to that in which the income is included in the com-
putation of the constituent entity’s GloBE income or loss.

Article 9 sets out currency conversion rules, providing that
all calculations required to determine the top-up tax must be
carried out in the currency used to prepare its consolidated fi-
nancial accounts. The conversion rules are the rules in the au-
thorized accounting policy used for the preparation of the con-
solidated financial statements. If the currency used by the MNE
group for the consolidated financial statements is not the euro,
the euro thresholds used in the Global Minimum Tax Law are
converted into euros on the basis of the average exchange rate
for the month of December of the calendar year immediately
prior to the beginning of the MNE group’s financial year.

Article 10 provides an allocation for taxes arising under
blended CFC tax regimes. A blended CFC regime arises when
the tax charge under the CFC regime is based on a blend of
income, loss and/or creditable taxes of multiple CFCs. For tax
years that begin on or before December 31, 2025, but not end-
ing after June 30, 2027, “keys” have been provided using an ef-
fective tax-weighted income allocation mechanism.

c. The Deferred Taxation Decree

Article 2 of the Deferred Taxation Decree sets out the
treatment of deferred tax assets and liabilities in existence at the
beginning of the transition year in the financial statements of
companies and jointly controlled companies located in a coun-
try (Italy or other country), for the purpose of calculating the
numerator of the effective tax rate.

Pillar II treatment basically follows financial accounting
treatment which usually values the asset at fair value, meaning
that the gain or loss would flow through to the GloBE income
calculation. For deferred tax assets existing at the beginning of
the transition year, the value will not be fair value, but the his-
torical value of the asset. Under the 2026 Budget Law, for Ital-
ian financial and insurance entities, the actual tax deductibility
of these assets is subject to a new staggered schedule: for FY
2026, deductibility is limited to 3.25%; for FY 2027 to 8.22%;
for FY 2028 to 19.76%; and for FY 2029 to 19.77%. This cre-
ates a temporary misalignment where accounting changes are
recognized for GloBE at the 15% recast rate, while the cash tax
impact is deferred. Resolution No. 73 of December 29, 2025,
further clarifies that if these deferred tax assets are transferred
to third parties these transferees are restricted to requesting a
refund and cannot use the credits for tax offsetting. While this
aims to maintain tax consistency, the transfer remains subject
to the original staggered schedule, and entities must carefully
monitor the impact on the ETR numerator to ensure that such
deferrals do not lead to unintended GloBE top-up tax liabilities.
Accounting changes related to tax losses or deductible tempo-
rary differences prior to the transition year will not be taken in-
to account. This is to prevent an increase in the basis of the as-
sets, with potential additional tax relief and reduced gains on a
future disposal, when any original gain on the intra-group trans-
fer was not taken into account for GloBE purposes as the group
was not subject to the rules. Further, as a general rule, deferred
tax expenses in the accounts at the beginning of the transition
period will not be subject to any adjustment which would oth-
erwise ordinarily be required. Tax credits of any kind accrued

before the beginning of the transition period when used will not
be considered as a reduction of the adjusted taxes.

Article 3 of Deferred Taxation Decree deals with the issue
of valuation of deferred tax assets and liabilities prior to imple-
mentation of the global minimum tax by providing that these
be recast at the lower of their value calculated by applying the
minimum tax rate of 15%. For financial entities, the 2026 Bud-
get Law temporarily increases the IRAP rate by two percentage
points for the years 2026–2028 (reaching 6.65% for banks and
7.90% for insurers), which may necessitate a recalculation of
the local tax rate component in the recasting formula for these
years.

Where there have been changes to the scope of consolida-
tion before the start of the transition year, the deferred tax as-
sets and liabilities of the acquired company, existing at the start
of the transition year, are recognized by reference to their car-
rying value before the transfer.

Article 3(3) prohibits the use of the pre-global minimum
tax that emerged in application of the acquisition method aris-
ing from mergers, contributions, demergers, purchases of busi-
nesses and acquisition of control through equity investments
that occurred in the period between December 1, 2021, and the
last day of the tax year prior to the transition tax year. For the
purpose of calculating 2026 tax installments, the 2026 Budget
Law requires that the 2025 taxes be recalculated as if this stag-
gered deductibility regime were already in effect.

Article 4 specifically addresses the value of prior tax cred-
its. All types of tax credits accrued before the beginning of the
transition are relevant when calculating the ETR in the transi-
tion year, or in subsequent years, and their value is equal to that
reflected in the accounts if the rate used for their calculation is
less than 15%. Otherwise, they are restated at the rate of 15%.
The 2026 Budget Law lowers the threshold for the prohibition
of tax credit offsetting from 100,000 euros to 50,000 euros for
taxpayers with overdue liabilities, potentially restricting the im-
mediate usability of these credits in the transition year. If the
tax rate applicable to the company or jointly controlled compa-
ny in the group undergoes a change in a subsequent year, the
formula used must be reapplied to the amount of credits not yet
used, considering the new rate.

Article 5 addresses the prohibition on the creation of de-
ferred tax assets from excluded income components. Thus, Ar-
ticle 5(2) of the Deferred Taxation Decree provides that for
purposes of computing the ETR in the transition and subse-
quent periods, the deferred tax assets originating from transac-
tions entered into after November 30, 2021, related to tax loss-
es caused by permanent differences or income items that would
not have contributed to the determination of relevant income or
loss had they been in effect at the time of the transaction, are
excluded. The 2026 Budget Law complements this by allow-
ing companies to remove tax-deferred status on certain reserves
by paying a substitute tax of 10%, which may alter the opening
balance of relevant deferred tax liabilities.

Article 5(1) provides another exception to the admission
of deferred taxation from a pre-global minimum tax year when
these are related to a foreign subsidiary tax regime not applied
on an individual basis and with a tax rate below 15%, specify-
ing that these also shall not be taken into account. This is an
application of the June 2024 OECD Administrative Guidance
on this point.
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Articles 6 and 7 provide rules for anti-tax avoidance deal-
ing with asset transfers in the pre-GloBE period. The 2026
Budget Law introduces 180% hyper-amortization for certain
digital and energy transition investments. The prerequisite in
these articles is the “transfer of a fixed asset” between compa-
nies in the same domestic or international group. The policy in-
tention is to limit the ability to enter into tax-free, or low-tax,
transactions during the pre-GloBE period that increase an as-
set’s carrying value. With such transactions, an MNE Group
can use the higher carrying value to reduce its GloBE income,
through depreciation, during the GloBE years without any risk
of Top-up Tax on the corresponding gain because the asset
was transferred in the pre-GloBE period. The purpose of the
rule is to prevent revaluations of assets that were not subject
to congruous taxation during the pre-GloBE period. The phrase
“transfer of a fixed asset” represents either the nonrecognition
of a fixed asset by one company (transferring enterprise or en-

tity) and its simultaneous accounting recognition in the hands
of another company (transferring enterprise or entity). Thus, in
determining the ETR, the deferred tax asset or liability which
emerge as a consequence of the fixed asset after November 30,
2021, will be disallowed. Article 6 does provide for the recog-
nition of the deferred tax asset arising from the transfer if and
to the extent that the transferee company incurred an appropri-
ate tax burden related to the transfer.

Article 7 specifically governs the transfer of fixed assets
accounted for at fair value by the transferee company. It may
use the carrying value of that asset for GloBE purposes in all
subsequent years if it would otherwise be entitled to take into
account a deferred tax asset equal to the minimum rate multi-
plied by the difference in the local tax basis in the asset and the
GloBE carrying value of the asset determined at fair value in
its financial accounts.
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XIV.XIV. Avoidance of Double TaxationAvoidance of Double Taxation

A. Foreign Tax Credit

1. General

Italy grants a foreign tax credit (FTC) with respect to in-
come derived outside Italy, subject to the fulfillment of certain
conditions. For both IRPEF and IRES purposes, an FTC will
be granted only for final taxes that are directly paid to a foreign
country. The credit may not exceed the Italian tax that would
otherwise have been due on the income. A separate calculation
must be made for tax paid to each country, i.e., Italy applies a
per-country limitation for FTC purposes.1172

If the income derived abroad is only partly included in the
aggregate income reported in Italy, the FTC will be reduced
proportionally. FTCs are permitted up to the amount of the per-
centage of tax corresponding to the ratio of foreign-source in-
come to aggregate income, net of losses carried over from prior
tax periods allowed as reductions.1173

The basic calculation is as follows:

Foreign income 12,000

Italian income 33,000

Total income 45,000

Total foreign tax 3,840

Gross Italian tax 11,250

Foreign tax credit
available

(12,000/45,000 × 11,250) =3,000

Unlike under the original rule, where aggregate income
did not take into account losses carried forward from previous
years, Article 165 of the TU takes losses into account. This re-
duces the amount of FTCs that can be used. Tax Agency Cir-
cular 9/E of March 5, 2015 specifies that:

(i) If the amount of prior year losses is less than the
amount of Italian-source income, an FTC can be taken
without being reduced by the amount of the losses;

(ii) If the losses are equal to or more than total net income,
no FTC will be allowed; and

(iii) If the losses are more than Italian-source income, the
ratio of foreign-source income to total net income will be
equal to one and a full FTC will be allowed.
Foreign income and tax paid is to be converted into euros

at the day rate provided by the Bank of Italy. If a day rate is not
available, the Bank of Italy monthly rate may be used.

As Italy’s FTC system is exclusively a direct credit sys-
tem, taxes paid by a subsidiary of an Italian taxpayer do not
give the Italian taxpayer a right to the credit. In practice, credits
are available for taxes paid by branch operations and for with-
holding taxes on dividends, license fees and interest received.

1172 TU, Art. 165.
1173 TU, Art. 165.

When identifying foreign-source income, it is important to
ascertain whether there is a tax treaty between Italy and the for-
eign jurisdiction in question. If there is such a treaty, where
the treaty allows for source-country taxation, then the treaty
source rules will determine where income is to be sourced.
Italy’s treaties may also exempt someone who is tax resident in
one treaty-partner country from source country taxation on in-
come sourced in the other treaty-partner country. An example
of this would be Article 18(2) of the Italy-United States tax
treaty, which deals with social security payments. Under Arti-
cle 18(2), payments made under U.S. social security legislation
to a dual citizen of Italy and the United States who is resident
in Italy are specifically exempted from tax in the United States
and are taxable only in Italy.

Treaties may also reduce the rate of withholding tax ap-
plied to certain kinds of income.

Where there is no applicable tax treaty between Italy and
the other jurisdiction concerned, the sourcing of income is de-
termined by reference to the Italian domestic law sourcing rules
provided for nonresidents in Article 23 of the TU. If income
earned by a nonresident were considered to be sourced in Italy,
the same income earned abroad by a resident of Italy would be
considered foreign-sourced.

2. Excess Foreign Tax Credits

Excess foreign tax that is not set off against Italian tax
paid on foreign-source income (including income derived from
a PE) may be carried back eight years preceding the assessment
year or forward for eight years following the assessment year.
The excess is converted into a tax credit that may be set off
against Italian tax in the preceding eight years, up to the
amount of the excess on a per country basis. In other words, the
tax excess credit from Country A cannot be used to offset Ital-
ian tax due on income from Country B. If there is no Italian tax
in the preceding eight years against which the credit may be set
off or there is excess foreign tax credit remaining after the car-
ryback set off, the excess amount may be carried forward for
eight tax years and may be used as a tax credit if there is excess
Italian tax.1174

3. Availability of Foreign Tax Credits on Dividends

The use of FTCs in Italy is also affected by the domestic
definition of income considered part of the taxable income
base. This is income reported in a taxpayer’s income tax return
subject to ordinary income tax rates. For example, in Italy div-
idends are generally subject to withholding at source at the rate
of 26% and do not form part of the taxable base in a taxpay-
ers return. Dividends included in a taxpayer’s return are gener-
ally reported in a separate schedule (Quadro RM) that is used
to report items subject to “separate taxation” that are not part
of the taxable base. The gross amount of the dividends is sub-
ject to the flat tax of 26% in Quadro RM and, where the div-
idends are foreign-sourced, no FTC is granted for foreign tax
paid on them. Moreover, in the case of an individual taxpay-
er, the Italian Tax Authority has consistently taken the position
that the domestic rules provide that an FTC is available only
with respect to foreign-source income that is part of the taxpay-

1174 TU, Art. 165.
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er’s ordinary taxable base and denied an FTC with respect to
dividends subject to Italian withholding tax.

In contrast to domestic law and the interpretation of the
Tax Authority, Italy’s Court of Cassation has recently held in
two separate cases1175 that any applicable tax treaty must first
be reviewed to determine whether a recipient of foreign-source
dividends should be able to claim a FTC for foreign taxes paid
on the dividends. If the treaty concerned precludes the grant-
ing of a tax credit only where withholding tax is the result of
a choice made by the taxpayer, when withholding tax is im-
posed under the relevant domestic law (as is the case with div-
idends) an FTC must be granted. Conversely, if the treaty ex-
plicitly precludes the granting of a credit, where even where the
income concerned is subject to taxation under the domestic law
of the country of residence of the recipient, an FTC will not be
granted.

In contrast, foreign dividends paid into a portfolio man-
aged through an Italian bank will benefit from an FTC. The
Italian bank, as the withholding agent, will apply Italian with-
holding tax to the net amount, i.e., the dividend reduced by the
foreign withholding tax. This effectively allows the taxpayer
the benefit of the FTC.

4. Claiming Foreign Tax Credits

FTCs must be claimed in the tax return of the year in
which the foreign taxes concerned were actually paid.1176 The
tax form used to request the tax credit will depend on the type
of tax return filed. An individual who files a Form 730 will
need to attach a Quadro G to the return. A taxpayer that files
either the PF or IRES corporate tax return will attach a Quadro
CE to the return. If required, a taxpayer must retain a copy of
the relevant foreign tax return. Alternatively, a taxpayer may
make a declaration in lieu of an affidavit attesting to the foreign
income and the foreign tax paid. This should be kept with the
records for the tax year. Taxpayers should also keep receipts for
the taxes paid.

With respect to claiming a FTC for IRAP purposes, in July
2023, Italy’s Court of Cassation held in decision No. 21047/
2023 that the provisions of a tax treaty relating to the granting
of tax credits take precedence over domestic rules. This apply
for both corporate income tax (IRES) purposes and regional in-
come tax (IRAP) purposes, provided the IRAP is covered by
the treaty in question. To the extent certain requirements are
met, if an applicable tax treaty covers IRAP and includes pro-
visions that would allow a foreign tax credit for IRAP purposes
then foreign tax paid by an Italian resident entity is creditable
against IRAP.

B. Tax Treaties

1. Entering into a Tax Treaty Relationship

Double taxation agreements between Italy and various for-
eign countries result in modification of many of the provisions
of Italian tax law described above. For a list of Italy’s tax

1175 Case nos. 25698/2022 and 10204/2024.
1176 TU, Art. 165, as amended by D. Lgs. No. 344, December 12, 2003, Art.

1, point 1, and by D. Lgs. No. 247, November 18, 2005, Art. 11 (1), and as fur-
ther amended by D. Lgs. No. 147, September 14, 2015. See also Circular No.
9/E, March 5, 2015.

treaties and other tax-related agreements, see International Tax
Treaties.

Italy has concluded numerous treaties for the avoidance of
double taxation. Italy generally adheres to the periodically up-
dated OECD Model Convention1177 and also generally follows
the Vienna Convention on the Law of Treaties of May 23, 1969
(VCLT)1178 in its negotiation, authentication and interpretation
of tax treaties.

The procedure for concluding a bilateral tax treaty begins
with a feasibility study to assess the political and economic ex-
pediency of entering into such a treaty with the country con-
cerned. Because a series of diplomatic contacts is involved, the
feasibility study falls within purview of the Ministry of Foreign
Affairs. Once political and economic expediency has been as-
certained, responsibility passes to the tax administration, which
liaises with its counterpart in the other country to assess the
technical feasibility of the treaty.

During these initial meetings, an exchange of draft agree-
ments takes place, in which both tax administrations highlight
their preferences for the tax treatment to be given to various
categories of income and, possibly, assets. A draft is then pro-
vided to experts within the tax administration for review. If
none of the draft provisions are significantly incompatible with
the Italian and EU legal systems, the General Directorate of In-
ternational Relations at the Ministry of Economy and Finance
and a diplomatic representative will begin formal negotiations.

Once formal negotiations begin, one of the two country
drafts is taken as a starting point; articles will be reviewed
amended, and approved one at a time until the final treaty is
drafted and initialed by the heads of the delegation (referred to
as “parafattura” or “authentication”).

The authenticated text is submitted to the Minister of
Economy and Finance for signature and then to the Parliament
for ratification. However, a tax treaty does not enter into force
on the enactment of the ratifying law; entry into force requires
the exchange of instruments of ratification, which consists of
an exchange, through official diplomatic channels, of the de-
tails of the respective ratification laws.

2. Unilateral Suspension of a Tax Treaty by a Partner

Italy has recently introduced new rules to handle the uni-
lateral suspension of double taxation treaties by a contracting
state. Italy can now apply a corrective measure to restore tax
symmetry when the other contracting party has suspended the
provisions of a tax treaty. Thus, if a contracting state unilater-
ally suspends treaty provisions, Italy is entitled to suspend cor-
responding provisions within its own legal system. The suspen-
sion by Itay will be communicated through diplomatic chan-
nels and published in Italy’s Official Gazette. The suspension
measures will be designed to mirror the commencement, extent
(full or partial), and duration of the contracting state’s actions.
During the suspension period outbound income flows (such as
dividends, interest, or royalties) from Italy to residents of the
affected state are subject to full domestic withholding tax rates

1177 Current and past editions of the OECD Model Tax Convention on
Income and on Capital are available on the Bloomberg Tax platform:
https://www.bloomberglaw.com/product/tax/page/model_treaties.

1178 Vienna Convention on the Law of Treaties of 1969. Adopted and
opened for signature on May 23, 1969. Entered in force on January 17, 1980.
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instead of treaty-reduced rates. Thus, for example, dividends
paid to non-residents are typically subject to a 26% domestic
withholding tax.1179

3. Administrative Measures Dealing with Tax Treaty
Provisions

The Mutual Agreement Procedure (MAP) is an instrument
designed to resolve international tax disputes when a party con-
siders that the actions of one or both contracting states’ tax ad-
ministrations result or will result in taxation that is not in accor-
dance with the provisions of the applicable tax treaty. To this
end, the MAP allows the designated competent authorities of
the contracting states to interact in order to resolve the dispute.

A MAP can be initiated under a tax treaty in force between
Italy and a treaty partner. The essential feature of a MAP is that
it requires the competent authorities concerned to endeavor to
eliminate, by mutual agreement, taxation that is not in accor-
dance with the treaty provisions. A MAP can also be initiated
under the European Arbitration Convention 90/436/EEC on the
elimination of double taxation in connection with the adjust-
ment of profits of associated enterprises. The scope of the Eu-
ropean Arbitration Convention 90/436/EEC is limited to trans-
fer pricing cases and the attribution of profits to a permanent
establishment (PE).1180

Because of the difficulty in accessing the MAP and the ab-
sence of a requirement for the competent authorities to reach an
agreement, the European Union created the Dispute Resolution
Mechanism (DRM), which Italy implemented.1181 The DRM is a
binding procedure that can be used to resolve disputes between
EU Member States in the areas of: transfer pricing; the tax resi-
dence of individuals, companies and other entities; hidden PEs;
quantification of foreign tax liabilities under a tax treaty to al-
low the taxpayer concerned to benefit from foreign tax credits,
for example, under Article 165 of the Italian Consolidated In-
come Tax Law (TUIR); and beneficial ownership status in con-
nection with dividends, interest, and royalties.

A taxpayer can submit a complaint in order to access the
DRM procedure, whether or not it has recourse to remedies
available under the domestic law of any of the Member States
concerned. The DRM procedure applies to MAPs filed on or
after July 1, 2019, and relating to tax periods commencing on
or after January 1, 2018.

4. Treaty Interpretation

Italy’s general approach to interpreting treaty provisions is
to apply the principles of Articles 31–33 of the Vienna Con-
vention of 1969. Article 31 provides that “a treaty shall be in-
terpreted in good faith in accordance with the ordinary mean-
ing to be given to the terms of the treaty in their context and
in the light of its object and purpose.” This means that an in-
terpretation will not only comprise the text of the treaty with
its preamble and annexes but also: (i) any agreement relating
to the treaty made between the parties in connection with the

1179 D. Lgs. No. 192, Dec. 18, 2025, Art. 10.
1180 The Italian Tax Agency, Mutual Agreement Procedure (MAP),

https://www.agenziaentrate.gov.it/portale/web/english/nse/individuals/double-
taxation-relief/mutual-agreement-procedure.

1181 Legislative Decree No. 49, Jun. 10, 2020, implementing EU Directive
2017/1852.

conclusion of the treaty; and (ii) any instrument drawn up by
one or both of the parties in connection with the conclusion of
the treaty and, if applicable, accepted by the other party as an
instrument related to the treaty. Any subsequent agreement be-
tween the parties regarding the interpretation of the treaty or
the application of its provisions, any subsequent practice in the
application of the treaty that establishes the agreement of the
parties regarding its interpretation and any relevant rules of in-
ternational law applicable in the relations between the parties
are to be taken into account. Special meanings are to be given
to terms if it is established that the parties so intended.

Article 32 provides that if, when applying the interpreta-
tion principles above, the meaning is manifestly absurd or ob-
scure, recourse may be had to supplementary means of inter-
pretation, including using the preparatory work with respect to
the treaty (travaux préparatoires) and the circumstances of its
conclusion, in order to determine the meaning.

Article 33 provides that when a treaty is authenticated in
more than one language each text is to be considered equally
authoritative, unless the treaty provides differently. An exam-
ple of such a clause can be found in the 1999 Italy-United
States tax treaty: “DONE at Washington, in duplicate, in the
English and Italian languages, the two texts having equal au-
thenticity, this twenty-fifth day of August, 1999.”

Since Italy follows the OECD Model Convention, its tax
treaties will generally contain a Definitions Article, such as Ar-
ticle 3 of the 1999 Italy-United States tax treaty. The Defini-
tions Article will generally contain a provision regarding unde-
fined terms. The OECD Model provision addressing undefined
terms provides that:

… any term not defined therein shall, unless the con-
text otherwise requires or the competent authorities
agree to a different meaning pursuant to the provi-
sions of [the MAP Article], have the meaning that it
has at that time under the law of that State for the
purposes of the taxes to which the Convention ap-
plies, any meaning under the applicable tax laws of
that State prevailing over a meaning given to the term
under other laws of that State.1182

While Italy generally adheres to the principle of the pri-
macy of a tax treaty provision over its domestic law, in cases
where its domestic tax law is more favorable than the treaty po-
sition, Article 169 of the TUIR expressly provides that the do-
mestic law will prevail.

C. 1999 Italy-United States Tax Treaty

The 1999 Italy-U.S. tax treaty entered into force on De-
cember 16, 2009, and into general effect on January 1, 2010
(February 1, 2010, for withholding taxes), replacing the 1984
tax treaty. The 1999 treaty and accompanying protocol were
signed on August 25, 1999, and were ratified by the U.S. Sen-
ate on November 5, 1999, subject to a reservation, a declara-
tion, an understanding, and a proviso. The treaty was also rat-
ified by the Italian government.1183 The main provisions of the
1999 treaty are discussed in 1. to 12., below.

1182 OECD Model Convention [as it read on 21 November 2017], Art. 3(2).
1183 See the Worksheets.
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1. Taxes Covered

The 1999 Italy-U.S. tax treaty covers all income taxes,
with the exception of income taxes levied by the states of the
United States. Unlike the 1984 Italy-U.S. tax treaty, the 1999
treaty also covers the regional tax on productive activities (im-
posta regionale sulle attività produttive or IRAP). IRAP was
enacted in 1998 to replace the local income tax (imposta locale
sui redditi or ILOR). IRAP, which is a tax based on production,
was not considered substantially similar to ILOR and therefore
not creditable under the 1984 treaty. To provide temporary re-
lief to taxpayers, the competent authorities of the two countries
had agreed that a portion of IRAP paid or accrued should be al-
lowed as a credit against U.S. income tax.

Under the 1999 Italy-U.S. tax treaty, that portion of IRAP
that relates to the taxation of a taxpayer’s business profits is
now covered. Under paragraph 2(c) of Article 23 of the 1999
treaty, the portion covered is calculated as follows:

portion considered
an income tax
under subpara. 2(c)

= Applicable
ratio ×

total amount of
IRAP paid or
accrued

The “applicable ratio” is calculated as follows:

applicable ratio = adjusted
base ÷

total tax base upon
which IRAP is
actually imposed

The “adjusted base” equals the greater of:

(i) Zero; or

(ii) The total tax base upon which IRAP is actually im-
posed, less the total amount of labor and interest expense
not otherwise taken into account in determining the total
tax base upon which IRAP is actually imposed.
The U.S. personal holding company and accumulated

earnings taxes are added to the taxes that were already covered
by the 1984 Italy-U.S. tax treaty.

2. Permanent Establishment

The 1999 Italy-U.S tax treaty provides a definition of
permanent establishment (PE) substantially similar to that in
the Organisation for Economic Cooperation and Development
(OECD) Model Convention. However, there are some differ-
ences between the two definitions. For example, under the 1999
treaty, drilling rigs and research vessels are deemed to be PEs
only if they remain in a Contracting State for a 12-month peri-
od.

3. Business Profits

Under the 1999 Italy-U.S. tax treaty, business profits of a
PE of an enterprise of one state in the other state may be taxed
by the other state on a net basis and only on the income attribut-
able to the PE. Profits attributable to a PE may be from sources
within or without the Contracting State.

4. Shipping and Air Transport

Like Article 8 of the 1984 Italy-U.S. tax treaty, the 1999
treaty contains the usual provision to the effect that profits of an
enterprise of a state from the operation in international traffic
of ships or aircraft will be taxable only in that state. However,
paragraph 6 of Article 1 of the Protocol states that:

For purposes of Article 8 of the Convention, and
notwithstanding any other provision of the Conven-
tion, profits which a national of the United States
not resident in Italy or a United States corporation
derives from operating ships documented or aircraft
registered under the laws of the United States shall be
exempt from tax in Italy.
Paragraph 7 of Article 1 of the Protocol specifies that prof-

its from containers and the rental of ships and aircraft are prof-
its from the operation of ships and aircraft.

Profits from rentals on a bareboat basis of ships or aircraft,
when not incidental to other profits from the operation of ships
or aircraft in international traffic, are taxed as royalties under
Article 12 of the 1999 treaty.

5. Dividends

The standard rate of withholding tax under the 1999 Italy-
United States tax treaty is 15%.1184 This is reduced to 5% if the
beneficial owner is a company that has owned more than 25%
of the voting stock of the paying company for the 12-month pe-
riod ending on the date on which the dividend is declared. 50%
ownership was required for a reduction under the 1984 treaty.

In the event that dividends are subjected to withholding tax
in excess of the amount provided for in the 1999 Italy-U.S. tax
treaty, the effect of the treaty rate limitation can be achieved
by a refund. It is already settled practice in Italy that treaty
terms can be achieved by reduced withholding at the time of the
payment of the dividend, subject to proper documentation, thus
avoiding the need for a refund.1185 Exceptions to the above gen-
eral rules exist with respect to government-owned financial en-
tities holding less than 25% of voting shares, which are grant-
ed full source exemption, and U.S. regulated investment com-
panies (RICs) and real estate investment trusts (REITs). A RIC
can qualify for the 50% reduction, while a REIT is held to the
normal 30% U.S. withholding level, unless certain criteria are
met.

Article 10(9) of the Italy-U.S. tax treaty introduces new
provisions following the U.S. Model Tax Treaty of 1996 to pre-
vent, in the case of a RIC, eligibility for the use of the 5%
reduced withholding rate, although the treaty does allow it to
qualify for the 15% rate. REITs, however, are denied both the
5% and 15% rates. Thus, dividends from REITs will generally

1184 The Supreme Court of Cassation, in a recent case in which U.S. mutual
funds filed refund claims for the difference between the treaty dividend with-
holding rate of 15% and the Italian statutory withholding rate of 12.5% for Ital-
ian investment funds, found that the taxpayers were due refunds on the differ-
ence. The Court held that despite the fact the taxpayers were not resident in the
European Union, the right to the free movement of capital (as set out in Treaty
on the Functioning of the European Union (TFEU), Art. 63) was nonetheless
applicable and that applying the higher treaty rate would be a restriction on this
right. Supreme Court of Cassation Nos. 21454, 21475, 21479, 21480, 21481,
and 21482, July 6, 2022.

1185 Circ. Min., March 25, 1981, No. 7/12/345.
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be taxed at the 30% rate. However, the dividend may be taxed
at the 15% rate where the beneficial owner of the dividend sat-
isfies one of the following conditions:

(i) The beneficial owner is an individual who does not
hold more than a 10% interest in a REIT;

(ii) The dividend is paid with respect to a class of stock
that is publicly traded and the beneficial owner of the div-
idend is a person holding an interest of not more than 5%
of any class of the REIT stock; or

(iii) The beneficial owner of the dividend is a person hold-
ing an interest of not more than 10% of the REIT and the
REIT is diversified.

6. Interest

Article 11 of the 1999 Italy-U.S. tax treaty limits the tax
on interest paid to a resident of the other Contracting State to
10%; the 1984 treaty had limited the tax on interest to 15%.

Interest on extended payments with respect to the supply
of goods, services and industrial equipment is now exempt
from withholding tax. This is the Italian domestic rule, but
whereas such interest is ordinary income in the hands of a res-
ident, it is totally untaxed when received by a nonresident that
does not have a PE in Italy.

7. Royalties

While the 1984 Italy-U.S. tax treaty provided for three
separate categories and rates of royalties, the 1999 treaty com-
pletely excludes the taxation of payments with respect to the
use of or the granting of the right to use copyrights of literary,
artistic or scientific works.

A tax of 5% can be levied on the use of or the right to use
software or industrial, commercial or scientific equipment. In
all other cases, including the most frequent types of leasing and
other temporary use arrangements, the withholding rate is 8%.

8. Capital Gains

The 1999 Italy-U.S. tax treaty preserves the nonexclusive
right of the state of source to tax gains attributable to transfers
of real property located in that state. It also regulates the taxa-
tion of certain gains from the sale of movable property forming
part of business property of a PE or fixed base, including the
sale of the PE or fixed base. These gains may be taxed in the
state where the PE or fixed base is located.

9. Correlative Adjustment Procedure

The principle of correlative adjustment follows from the
OECD Model Convention and addresses cases in which one

of the Contracting States, in determining arm’s length pricing,
taxes profits that have already been subjected to taxation in the
other state. If the other state agrees to the adjustment, it must
make a correlative adjustment.1186 In this connection, the other
provisions of the treaty must be taken into account, especially
the mutual agreement procedure. The 1999 Italy-U.S. tax treaty
covers all situations envisaged in the OECD Model Conven-
tion, while the 1984 treaty covered only two. The 1999 treaty
also contains a provision in Article 25(5) for arbitration should
both nations and the taxpayer agree to be bound. However, ei-
ther country or the taxpayer can refuse arbitration. This provi-
sion is in sharp contrast to the EU provision, which makes ar-
bitration obligatory.1187

10. Branch Profits Tax

The U.S. branch profits tax imposes on the remission of
branch profits a treatment equivalent to that applying to the dis-
tribution of dividends.

In keeping with recent U.S. tax treaties, the 1999 Italy-
U.S. tax treaty provides in Article 10(6) that a branch may be
subjected to taxation additional to that envisaged by the other
provisions of the treaty. It goes on to define the taxable profits
with respect to which an Italian corporation can be subject to
U.S. branch profits tax, limiting them to profits produced by a
PE or deriving from real property or capital investment. Tax is
withheld at the rate of 5%. It appears that, in contrast to the po-
sition under other recent U.S. treaties, there is no temporal lim-
itation on taxability, and thus profits accumulated prior to the
effective date of the 1999 treaty can be subjected to taxation.

11. Government Entities

Article 10(8) of the 1999 Italy-U.S. tax treaty provides that
dividends distributed to a recognized government entity hold-
ing less than 25% of the voting shares of the distributing com-
pany can only be taxed in the state of residence of the recipient.

12. Treaty Shopping and Avoidance

There are specific anti-avoidance provisions in the articles
of the 1999 Italy-U.S. tax treaty dealing with dividends, inter-
est, royalties, and miscellaneous income. Generally, these pro-
vide that the terms of these articles are not to apply if one of
the principal purposes of the transaction in question is to obtain
the benefit of the relevant treaty article. The inclusion of these
provisions is based on the substance over form. These clauses
have not been used in the past in Italy’s tax treaties.

1186 OECD Model Convention, Art. 9(2).
1187 90/436/EEC.
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Additional ResourcesAdditional Resources

• For further information in English, refer to the Italian Revenue Agency website at: https://www.agenziaentrate.gov.it/portale/
web/english/nse/.

• Country-specific tax forms are also available at International Tax FormsInternational Tax Forms.
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